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‘Tue primary purposes held in view 
in collecting the papers for this volume 
have been to present the facts and 
conditions of international trade as 
it has developed since the signing of 
the armistice; to point out the present 
problems of foreign trade development, 
particularly as applied to American 
foreign trade; and to discuss those 
broad policies of organization for for- 
eign trade and of government control 
of commerce which affect the growth of 
international trade and the commercial 
relations between nations. That these 
questions are not all fully treated in 
this volume it is unnecessary to say. 
The limitations of space as well as the 
difficulties of securing contributions at 
a given time from a wide range of au- 
thorities make this impossible. Never- 
theless, it is believed that the papers 
here assembled will fulfill the general 
purposes indicated. They not only 
will give the reader a picture of the 
present international trade situation, 
but also will help in clarifying, if not 
in solving, some of the problems that 
now face the individual foreign trader 
and the nation itself in its international 
trade relations. 

Part I is descriptive of international 
trade as it has developed in the United 
States and in other parts of the world 
since the signing of the armistice. 
With many differences in the nature of 
trade developments in different coun- 
tries, two facts stand out clearly from 
reading these articles: First, the in- 
tense development of foreign trade 
during the period following the armis- 
tice, and the attempts to adjust it to 
the new conditions created by the war; 
and, secondly, the strenuous efforts 
being made by various governments 

either to ae or to maintain and ex- 


pand their overseas trade. This latter 
point is further emphasized by other 
articles, especially by Professor Tos- 
dal’s article in Part III and Mr. Wal- 
lace’s article in Part IV. 

Part II considers the present out- 
look for American foreign trade from 
two points of view: first, in the light of 
the new international position of the 
United States as a creditor nation, and 
secondly, in relation to our own eco-— 
nomic development and the opportu- 
nities for American expansion in world 
markets. With enormous sums owed 7 
to the United States, withexchangesin 
most of the important world markets 
greatly depreciated in respect to the 
United States, with an American mer- 
cantile marine second only to Great 
Britain’s, it is evident that the mainte- 
nance of American foreign trade is — 
dependent upon, not restriction, but 
encouragement of the import trade, 
not only from the raw-material produc- 
ing countries of the world but fromthe _ 
industrial countries of Western Europe 
as well. The great barrier to the flow 
of our export trade at present is the dif- 
ficulty of financing it. The solution of 
that difficulty depends upon many _ 
factors, but one of the most funda- __ 
mental is the maintenance of a grow- © 
ing import trade. 

That the opportunities for trade 
with the rest of the world are almost 
unlimited, no one can doubt. The 
needs of the older developed countries 
are pressing needs and, in addition, 
great undeveloped regions are 
approaching the threshold of modern > 
economic expansion. Thatthe United 
States, with its vast resources and its 
actual and potential capacity for pro- 
duction, is needed by the rest of the 
_world to —_ supply the materials for 
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the world’s economic growth is as true 
as the fact that the United States needs 
the supplies and the markets of the 
rest of the world for the sake of its own 
internal economic advancement. Ex- 
port trade, import trade and domestic 
industrial expansion are dependent 
each upon the others. 

In Part III are described typical 
examples of the efforts that are being 
made through organization for pro- 
moting and conducting foreign trade. 
Some of these activities are strictly gov- 
ernmental; others are strictly private; 
some are private with varying degrees 
of government aid or encouragement. 
Some of this attempt at organization 
is based upon an intense nationalism, 
seeking control or monopoly of trade in 
certain commodi:ies through combina- 
tion. It is modeled—in some cases al- 
most exactly copied—from the German 
methods that, supposedly, were discred- 
ited by the outbreak of the Great War. 
At the other extreme are such organi- 
zations of business men as the Inter- 
national Chamber of Commerce, and 
American Chambers of Commerce in 
foreign countries that aim, among other 
things, to secure a greater amount of 
international understanding and codp- 
eration among commercial interests. 

In Part IV are discussed those large 
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policies of governments that seek to 


regulate international trade in the 
interest of national industrial and com- 
mercial development. The growth of 
the intense nationalism, that seems al- 
ways to follow war, has resulted in a 
strong movement, almost if not quite 
universal, that seeks, through import 
and export tariffs and discriminations 
of one kind or another, either to regain 
a lost position or to maintain advan- 
tages that the war conditions gave to 
certain nations. Some of these move- 
ments are legitimate attempts to pro- 
mote trade, but many of them are a 
reversion to policies and practices 
which have long been regarded as out- 
worn and obsolete. The nature of 
these policies are discussed, the dangers 
that threaten international trade rela- 
tions through some of the schemes now 
proposed are pointed out, and construc- 
tive suggestions are made by which 
these dangers may be avoided and at 
the same time national well-being 
maintained. 

The Editor is greatly indebted to the 
many contributors for their codperation 
in planning this volume as well as for 
their generous assistance in carrying 
out the plan. 

G. B. Roorsaca. 

Editor in charge of Volume. 
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HE abnormal conditions resulting 
from the War and the slowness 
with which the world is recovering 
from its saturnalia of destruction are 
clearly reflected in the foreign trade sta- 
tistics of the United States. Whether 
one considers our foreign trade 
from the angle of the relationship 
between quantities and values of 
goods shipped or from that of the ex- 
cess of exports over imports, whether 
one views it from the standpoint of the 
character and the direction of the 
commodities moved or from that of the 
methods used in financing shipments, 
one must conclude that the world in its 
industrial life is yet under the shadow 
h of the Great War. The turbulent 
waves set into motion on the seas of 
international commerce have not yet 
subsided, and the movement of goods 
and of payments is yet far from what 
one would expect it to be in an era of 
peace and prosperity based upon an 
intelligent utilization of the natural re- 
sources in the various regions of the 
globe. 

Four years of exaltation and of 
agony, of fear‘and hope, of hatred and 
devotion, four years of roaring cannons 
and of bursting shrapnel have left 
Europe, the main workshop of the 
world, wounded, dazed, incapable of 
quickly returning to the sustained effort 
and the humdrum existence of mill and 
factory towns. Those who expected 
that with Germany’s acknowledgment 
of defeat a new industrial Europe 
would immediately emerge from the 
ruins of the old one proved poor econo- 
mists = poorer psychologists. 


By Suwon Litman 
fit’ es Economics, University of Illinois 
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It is somewhat difficult to foretell at 
present how soon a normal basis in our 
commercial intercourse with foreign 
nations will be reached. However, cer- 
tain tendencies are beginning to mani- 
fest themselves which corroborate the 
contentions of those who have been 
pointing out the utterly artificial char- — 
acter of our trade development since 
the memorable days of August, 1914. 


Growts or Export TRADE 


The rapid growth in the value of our 
foreign commerce which commenced | 
in 1915 and continued through the war 
was not checked by the cessation of 
hostilities. During the year ending © 
June 30, 1919, our exports were val- 
ued at $7,232,282,000 and our imports 
at $3,095,720,000, giving us a total of __ 


$10,328,002,000 as contrasted with 


total trade of $8,865,367,000in1918and _ 
exports over imports, the largest in the 
history of the country, equalled $4,136,- 
563,000; the excess in 1918 was $2,974,- 
056,000 and in 1914, $470,653,000. ed 

One of the main characteristics of 
our trade in 1920 was a rapid advance 
in the value of imports; they rose 6 Se 
$5,238,622,000, which represented an 
increase of $2,142,902,000 over the 
previous year. Exportsroseduringthe 
same period to $8,111,040,000 and the __ 
total trade to $13,349,662,000. Be- 
cause of a much more rapid advance in 
the value of imports than of exports oon 
our so-called “favorable” balance of _ 
trade declined to $2,872,418,000. 

That the high peak in our excess of 


exports over imports has been reached _ De ei 
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and passed may be inferred from the 
fact that for eleven months ending 
November, 1920, our exports equalled 
$7,508,424,000 and our imports $5,013,- 
299,000. Preliminary estimates of our 
foreign trade for the calendar year 1920 
place the exports at about $8,191,000,- 
000 and the imports at approximately 
$5,468,000,000, leaving a balance in our 
favor equal to $2,723,000,000; the bal- 
ance of trade in the calendar year 1919 
was $4,016,000,000, or 48 per cent 
above that of 1920. This decline in 
the excess of exports over imports may 
be hailed as one of the most satisfac- 
tory developments in our commercial 
relations with foreign countries; only 
through such a decline, if it is carried 
far enough, shall we, as a creditor na- 
tion, be able to place our foreign com- 
mercial intercourse on a sound busi- 
ness basis. 

A study of our foreign trade by 
groups according to use and degree of 
manufactures shows that finished prod- 
ucts ready for consumption occupy at 
present the most prominent place in 
our exports; the exports of this group 
advanced from $724,908,000 in 1914 to 
$2,384,018,000 in 1919, and $2,835,- 
999,000 in 1920; in percentages of the 
total the advance was from $1.11 per 
cent to 33.66 per cent and 35.67 per 
cent; during the eleven months ending 
November, 1920, the exports of manu- 
factures ready for consumption rose 
to $2,898,000,000 or 39.3 per cent of 
the total. 

The value of exported crude mate- 
rials for use in manufacturing ad- 
vanced from $792,716,000 in 1914 to 
$1,226,486,000 in 1919 and $1,968,- 
118,000 in 1920. Crude materials 
played a more important réle in our 
pre-war exports than in the exports of 
1919 or 1920; they constituted 34.03 
per cent of the total in 1914, 17.32 per 
cent in 1919 and 24.7 5 per cent in 1920. 
Experts of foodstuffs in crude con- 


dition and food animals biiennael from 
$137,495,000 or 5.9 per cent of the 
total in 1914 to $719,340,000 or 10.16 
per cent in 1919; this was followed by a 
decline to $626,577,000 or 7.88 per 
cent in 1920; during the eleven months 
ending November, 1920, the exports in 
this group advanced to $826,000,000 or 
11.2 per cent. The sharp advance in 
the exports of foodstuffs, partly or 
wholly manufactured, carried the fig- 
ures from $293,218,000 or 12.59 per 
cent of the total in 1914 to $1,783,567,- 
000 or 25.19 per cent in 1919 and 
$1,514,616,000 or 19.05 per cent in 
1920; a considerable decline took place 
during the eleven months ending No- 
vember, 1920, which brought down the 
exports to $1,028,000,000 or 13.9 per 
cent. 

Manufactures for further use in 
manufacturing advanced from $374,- 
224,000 in 1914 to $953,036,000 in 
1919 and $991,921,000 in 1920; they 
constituted 16.06 per cent of total ex- 
ports in 1914, 13.46 per cent in 1919 
and 12.48 per cent in 1920; during the 
eleven months ending November, 1920, 
the exports in this group declined to 
$888,000,000 or 12.1 per cent. 


Unitep States’ Imports 


Turning to imports, one finds that 
crude materials for use in manufactur- 
ing advanced from %632,866,000 or 
33.42 per cent in 1914, to $1,250,711, 
000 or 40.4 per cent in 1919 and $2,141,- 
645,000 or 40.89 per cent in 1920; 
the imports in this group declined to 
$1,684,000,000 or 33.6 per cent during 
the eleven months ending November, 
1920. 

Imports of foodstuffs in crude con- 
dition and food animals rose from 
$247,947,000 in 1914 to $376,223,000 in 
1919 and to $622,440,000 in 1920; there 
was a slight decline in the relative im- 
portance of this group; it dropped from 
13.09 oni cent in 1914 to 12.15 per 
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cent in 1919 and 11.88 per cent in 


m 
he 1920; the decline continued through the 
is calendar year of 1920, bringing down 
. the absolute figures for eleven months 
_ ending with November to $535,000,000 
hs and the percentage of the total to 10.7. 
zs A marked increase took place in the 
. value of our imports of foodstuffs 
es partly or wholly manufactured; the ad- 
= vance carried the value from $227,644,- 
8- 000 or 12.02 per cent in 1914 to 
™ $456,237,000 or 14.74 per cent in 1919, 
. $891,336,000 or 17.02 per cent in 1920 
: and $1,185,000,000 or 23.6 per cent for 
= the eleven months ending November, 
w 1920. Our imported foodstuffs include 
te such commodities as tea, coffee, cocoa, 
b sugar, bananas, pineapple, cocoanuts, 
+ sago and tapioca. While these foods 
- can not be considered as essential to 
he our existence, they have become just as 
i indispensable in the daily diet of our 


people as rubber, jute, raw silk and 
°y many other tropical products have be- 


oa come indispensable in our industries. 
a We are likely to increase our domestic 
" supply of some of these commodities 
to but, largely because of lack of a suita- 


ble climate, we shall continue to draw 
upon the tropics for them. 

The imports of manufactures for fur- 
at ther use in manufacturing grew from 
po: $319,275,000 or 18.86 per cent of the 
pa total in 1914 to $605,806,000 or 19.57 
per cent in 1919 and $800,713,000 or 


L,- 15.28 per cent in 1920. Imports of 
oO: manufactures ready for consumption 
— were affected by a disorganization of 
uropean industries. In 1914, im- 
- ported manufactures were valued at 
’ $449,318,000 and constituted 23.72 per 
p cent of our total imports; in 1919, their 
a value was $393,223,000 or 12.7 per 
in cent. The gradual recuperation of 
~ Europe is indicated by the rise of our 
“a imports in this group to $745,126,000 
a or 14.22 per cent in 1920, and to $821,- 
a 000,000 or 16.4 per cent for eleven 


ef ‘months ending November, 1920. 


Foreign TRADE oF THE UNITED STATES 


SHIPMENTS OF WaR 4 
DECLINE 

With the signing of the armistice 
came a marked decline in our ship- 
ments of war supplies; thus, the exports 
of refined copper fell from $235,000,000 
in 1918 to $118,000,000 in 1919, the 
exports of steel billets from $165,000,- 
000 in 1918 to $77,000,000 in 1919, the 
exports of explosives from $373,890,000 
in 1918 to $122,731,000 in 1919. 

The decline of our shipments of war 
supplies was more than counterbal- 
anced by a rapid rise in our shipments 
of foodstuffs and raw materials to the 
devastated countries of Europe. While 
in November, 1918, we exported to 
Europe goods valued at $297,363,000, 
by January, 1919, exports to that con-— 
tinent rose to $370,479,000, and by 
June of the same year to $644,604,000. 
Europe was clamoring for our goods 
and was willing to pay any price for 
them as long as we were willing to ex- 
tend her credits. Shipments to Europe 
were stimulated partly by our desire to” 
feed the hungry and to help the allies in’ 
their work of reconstruction and partly | 
by large profits which we were making 
on our sales. These increased ship- 
ments after the cessation of hostilities 
were made possible by the discontinu-_ 
ance or modification of war-time re- 
strictions on trade and by the release of 
a large amount of shipping space pre- 
viously employed by the military 
forces. Our total exports to Europe © 
rose from $3,732,174,000 in 1918 to 
$4,644,937,000 in 1919, most of the in- 
crease having occurred since the armis- 
tice. European demand continued un- 
abated throughout 1920, our exports 
in that year having reached the figure 
of $4,864,155,000. These are figures: 
for the fiscal year. ? 

A material falling off in our exports 
to Europe took place during the eleven 
months ending November, 1920; the 
decline brought our exports down to 


iG 
AR, 
ag 
ag 
f 
mete. 
: 
Ny 
‘ 
‘wil 
27 
.- 
en 
Va 
‘ 
‘ 
By 


Tue ANNALS OF THE 


$4,078,584,000, as contrasted with 
$4,765,537,000 for the eleven months 
ending November, 1919. One of the 
reasons for this decline was a marked 
falling off in our exports of meat and 
dairy products, Europe beginning to 
draw more and more upon her own re- 
sources and upon countries other than 
the United States. During the eleven 
months ending November, 1919, our 
shipments of meat and dairy products 
were valued at $1,044,083,000, while 
during the same period in 1920 we ex- 
ported these products only to the ex- 
tent of $491,107,000; this represents a 
decline of 55 per cent. The gradual re- 
cuperation of Europe is also indicated 
by the falling off in the value of our 
exports of finished commodities, espe- 
cially consumers’ goods, in favor of 
raw materials, partly manufactured 
goods, and finished producers’ goods, 
such commodities as tools, implements, 
machinery, mineral oil, etc. 
The rise in the value of our imports 
from Europe after the signing of the 
armistice was slight at first. Imports 
increased from $20,418,000 in Novem- 
ber, 1918, to $21,816,000 in January, 
1919, and to $53,385,000 in June of the 
same year. Total imports from Europe 
declined from $895,603,000 in 1914 to 
$411,578,000 in 1918 and $372,957,000 
in 1919; in 1920 they advanced to 
$1,179,461,000 or more than triple the 
_ imports for the previous year; for the 
eleven months ending November, 1920, 
our receipts from Europe equalled 
$1,160,414,000. In connection with 
the increase of importations from 
Europe it is worth while to note that a 
part of this increase has been due not 
to the reéstablishment of European in- 
__ dustries but to the resumption of Brit- 
ish merchandising activities, England 
rapidly regaining her former position as 
an intermediary; thus, out of $524,- 
021,000 of goods which came to us in 
1920 from the British Isles, about one- 
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half consisted of British re-exports of 
such commodities as rubber, wool, fur, 
raw cotton and tin. 


Errect or War on EvrRopPEAN 
Exports 


The disastrous effect of the war on 
European exports to the United States 
may be inferred from the fact that 
while in 1914 our imports from Europe 
constituted 47.2 per cent of our total 
imports, in 1919 they represented only 
12.2 per cent; and in 1920 there was a 
rise to 22.6 per cent. Europe’s re- 
covery is beginning to be felt in our 
markets as well as in the other markets 
of the world; and in the not too dis- 
tant future, European competition is 
likely to become an important factor in 
international commerce. 

The changes in our exports and im- 
ports by Grand Divisions, are shown 
in the accompanying table. 

The figures show that outside of 
Europe our best customers were our 
neighbors of the North American con- 
tinent; it is also from them that we 
draw a great many of our foreign sup- 
plies. Our total trade with North 
America rose from $%2,340,728,000 in 
1919 to $3,122,273,000 in 1920 and 
$3,341,657,000 during the eleven 
months ending November, 1920. The 
fall in prices will doubtless adversely 
affect the value statistics of this tradeas 
it will affect also the value statistics of 
our total commerce, but the amount of 
our imports and exports to and from 
Canada, Cuba and Mexico is not likely 
to decline. One of the reasons for the 
growth of this trade is to be found in 
the recent investments of American 
capital in these countries; such invest- 
ments will not be withdrawn; on the 

contrary, they will, in all probability, 
be increased. 

The showing of our trade with 
South America is not as satisfactory as 
that with North America, though a 
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as ForeIcN TRADE OF THE UNrrep States j 
Exports 
11 months ended 
1914 1919 1920 
To 
« $1,486,499,000 | $4,644,937,000 | $4,864,155,000 | $4,078,584, 
North America. .... 528,645,000 | 1,288,158,000 | 1,635,818,000 1,767,391,000 
South America...... 124,540,000 | 400,646,000 | 490,944,000} 556,614,000 
113,426,000 604,721,000 798,137,000 716,788,000 
. Octania........... 83,568,000 208,622,000 193,235,000 239,977,000 
27,902,000 | 85,157,000 —128,756,000| 149,070,000 
Imports 
From 
3 $895,603,000 | $372,954,000 | $1,179,461,000 | $1,160,414,000 
North America... .. 427,399,000 | 1,052,570,000 | 1,486,460,000 1,574,266,000 
South America...... 222,677,000 568,375,000 860,944,000 725,138,000 
42,144,000 190,008,000 157,892,000 183,758,000 
19,149,000 81,066,000 185,196,000 146,828,000 
1 
f certain improvement is noticeable for cumulating liabilities in other parts of i : . 
r the calendar year 1920; our exports tothe world. as ae a 
that continent advanced from $490,- Our investments in Asia and South as a 
€ 944,000 for the twelve months ending America are too small as yet to view a ee 
“ June, 1920, to $556,614,000 for the the excess shipments as representing bs iB eel 
h eleven months ending November of the payments of interest to us, and while )> ie 
n same year. We have not developed the some of these shipments may have been F ‘ 
d markets of Argentine, Brazil, Peru, made in fulfilment of European obliga- ne 
n Chile and other South American re- tions, the proportion of such ship- 
e publics as well as we might have done ments was comparatively small. One 
y especially in view of the fact that our must not overlook the fact that the 
S imports from these countries have financing of American exports to 
f grown considerably during the past Europe by the Government did not 
of few years; the excess of our imports end with the war. At the time of the 
n over exports reached in 1920 the sum _ signing of the armistice the credits ex- 
y of $350,000,000. Neither have we in- tended to the allies were $8,500,000,000 
e creased our exports to Asia in propor- out of $10,000,000,000 appropriated by 
n tion to the growth of our dependence Congress for that purpose. The ex- 
n upon that continent for its products; tension of government credit contin- 
t- our exports to Asia in 1920 were ued until the total sum appropriated 
e $798,137,000 while our importsequalled was reached. This occurred in the 
ys $1,368,699,000, representing an excess middle of 1919. Since then private in- 
of imports over exports equalling terests took upon themselves the finan- 
h 570,562,000. Thus, while we have cing of sales. The extent to which our | 
As been piling up enormous balances in credits to European customers have _ 
a our favor in Europe, we have been ac- been stretched may be realized when _ 
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one reflects that during the two years 
since the termination of the war 
_ Europe’s debt to us increased by about 
$8,000,000,000, of which $3,500,000,000 
represents a floating debt, largely open 
book accounts. Our shipments to 
___ Europe have been kept up month after 
month and year after year without 
any serious consideration of the ability 
of European purchasers to meet their 
ie ao obligations. We have thus accumu- 
lated a large volume of book credits 
7 with little likelihood of their being 
- liquidated within a reasonably near 
future. 
_ The abnormal growth in the value of 
our commerce during the war was due 
largely to a rise in prices. Measured in 
terms of quantity our gains in exports 
and imports were considerably smaller 
than value statistics indicate. Price 
on inflation continued after the signing of 
i the armistice, prices of many commod- 


ities having risen above the war level. 
It is only recently that price declines 
a set in. Value statistics of the 
post-war commerce of the United 
States are thus just as misleading as 
indicators of the actual movement of 
ram goods as were value statistics for the 
Years 1915-1918. 
or i Mr. O. P. Austin in the October, 
Lor, 1920, issue of The Americas compares 
the quantity and value of exports and 
imports for 1914, the fiscal year just 
preceding the war, with 1920, the first 
yom of peace. By using those com- 
_modities for which both weight and 
value are stated in governmental re- 
turns, he arrives at the following re- 
fog sults: While the weight of our im- 
a = increased from 34,992,000,000 
pounds in 1914 to 57,978,000,000 
- pounds in 1920 or 65.6 per cent, the 
of these imports rose from 
$1,163,000,000 to $3,999,000,000 or 
243.9 per cent; the weight of exports 
rose from 110,409,000,000 in 1914 to 
in 1920 or 34.6 per 
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cent; the value rise was from $1,667,- 
000,000 to $5,474,000,000 or 225 per 
cent. If one applies the 1914 prices to 
1920 quantities, one obtains as the 
value of imports in 1920, $1,977,000,000 
and the value of exports, $2,308,000,- 
000. Assuming that a similar relation 
of 1920 prices per unit of quantity oe- 
curred in those articles in which weights 
are not shown, Mr. Austin arrives at 
the conclusion that the total domestic 
exports of 1920, the value of which was 
$7,950,000,000, would, if stated in 1914 
prices, have amounted to only about 
$3,340,000,000, and the total imports 
would have amounted at the same val- 
uation to $2,600,000,000 instead of 
$5,239,000,000. 


Reasons ror Our “Favorasie” Bat- 
ANCE OF TRADE 


Those who have been viewing with 
apprehension our recent large excesses 
of exports over imports and who have 
been asking themselves the question as 
to how such excesses may be reduced, 
will derive some comfort from the 
knowledge that one of the reasons for 
our “favorable” balance of trade may 
be found in the fact that the rise in 
prices of the articles exported by us 
was much greater than the rise in 
prices of the articles imported. Our 
imports were mostly from areas not 
affected by the war and they con- 
sisted mostly of commodities which 
were not necessary for military pur- 
poses, while the majority of our 
exports were goods urgently needed; 
first, to carry on the conflict, and then 
to feed the starving millions of Europe 
and to assist in the rehabilitation of 
their industries. 

Urgency of demand, coupled with 
limitation of supply, forced the prices 


of our export goods sharply Pe 


It was only after the signing © 
armistice that many of “import 
prices went up 1 proportion 
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to the advance in export prices. While 
our shipments, especially those to 
Europe, were large, it is nearer the 
truth to say that excessive export 
‘4 


pal... 
ANADA’S international trade his- 
tory is that of a long struggle 
against what seemed to be the logic of 
the situation. The Canadian pioneer 
struggled bravely to transform a forest- 
clad land into a garden. It was a 
supreme struggle with nature and 
nature’s intentions. So the Canadian 
trader who desired to do business with 
foreign countries had to overlook geo- 
graphical considerations and take his 
wares long distances overseas. 
could have had unimpeded access to 
the United States market and had that 
market been able to absorb his sur- 
pluses, his task would have been easy. 
But politics, tariffs and similarity of 
products decreed that it must be other- 
wise. 

In the first twenty years of Confed- 
eration, 1868 to 1887, Canada exported 
goods to the value of $1,460,000,000 of 
which $665,000,000 went to the United 
States and the remainder to the rest of 
the world. Of her total sales, only 45 
per cent went to the large neighboring 
market. The remainder, or 55 per 
cent, had to be sent overseas. In those 
days the distances to foreign markets 
were farther than today, because the 
ships that carried the goods were 
smaller slower. 

In the next twenty years, 1888 to 
197, the same tendency is evident. 

had been talk of “reciprocity” 
with the United States, but the 
McKinley Tariff of 1890 dealt that idea 
astaggering blow. In 1897, the Cana- 
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prices and not excessive exports were 
mainly responsible for the top-heavy 
condition of our war and post-war 
commerce. 


dian people definitely made up their 
mind that their political and economic 
safety lay in developing the markets 
of the British Empire rather than the 
markets of the United States. In the 
twenty-year period, 1888 to 1907, 
Canada’s exports were divided as fol- 
lows: 


United Kingdom ........ $1,551,809,000 
United States........... 1,029,600,000 
Other countries.......... 268,304,000 
Total... ........... $2,849,718,000 


In this period, the sales to the United 
States fell to 88 per cent and those to 
the rest of the world grew to 62 per 
cent. Canada was definitely launched 
on a non-continental policy. The 
world, not the North American con- 
tinent, was to be her chief market. 

During the following eleven years, 
1908 to 1918, a great war occurred and 
the shipments of munitions to Great 
Britain made the tendency even more 
marked. The unusual circumstances 
make the figures interesting, but pre- 
vent the drawing of any definite con- 
clusions. They are: 


1908-1918 

(inclusive) 
United Kingdom ........ $3,283,023 ,000 
United States........... 1,861,883 ,000 
Other countries.......... 818,601,000 


During this period, only 31 per cent 
of Canadian exports went to the 


United States. 
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EFrrect ON SHIPPING 
One great effect of this policy of 
across-the-sea trading is found in the 
growth of Canadian shipping and in a 
comparatively wide knowledge of mari- 
time problems. In 1902, about twenty 
thousand vessels entered and cleared at 
Canadian ports. The ownership of 
these was divided as follows: 


Ships Tons 
00 6 11,413 1,987,227 
sconce 14,530 14,731,488 


This proportion has been well main- 
tained, as the returns of sea-going 
vessels entering and clearing Canadian 
ports in 1918-1919 given in the follow- 
ing table will show: 


Ships Tons 
11,115 3,758,528 
6.0 15,132 7,448,699 


Since these figures were compiled, the 
government has undertaken to build 
and maintain a Canadian merchant 
marine which will increase the per- 
centage which her own tonnage bears 
to the total tonnage entering her ports. 
The policy adopted is quite different 
from the shipping policy of the United 
States, though the aim is akin. The 


Canadian Government Mercantile Ma- 
rine, an incorporated company in 


which the Government is the sole 
stockholder, has been projected with a 
definite plan for the creation of a fleet 
of seventy vessels. About forty of 
these are already in commission. Reg- 
ular services have been established with 
England, the West Indies, Brazil and 
Australasia. At present all traffic is 
confined to freight, although some ves- 
sels on the West Indian route are being 
reconditioned to admit of the carrying 
of a limited number of passengers. 
‘The general policy is to use these boats 
as auxiliary to existing privately-owned 


as 
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lines and to develop such new routes 
as seem desirable in the interests of 
Canada’s export trade. 
CANADIAN Imports | 
Naturally Canada’s purchases abroad 
have been affected by the across-the- 
sea trading policy which necessity 
forced her to adopt. When vessels 
go abroad, they must have return 
cargoes. Canada attempted to se- 
cure these return cargoes by giving 
British manufacturers a_ preference 
in respect of customs duties. This 
was done in 1897. Ten years later, 
a treaty was made with France 
whereby French goods were given a 
tariff which was “intermediate” be- 
tween the preferential tariff on British 
goods and the general tariff which 
applied to other countries. Under 
this French Tariff certain favored na- 
tions were also entitled to these “ inter- 
mediate”’ rates. Three years later, 
1910, a similar arrangement was made 
whereby the intermediate tariff was 
extended in part to Belgium, the 
Netherlands and Italy. In 1913, a 
preferential arrangement was made 
with the British West Indies. This 
was further extended in 1920. 
Between 1888 and 1907, Canada 
imported goods to the value of $1,744,- 
000,000 from the United States out of a 
total of $3,160,000,000, or 55 per cent. 
In the eleven years, 1908 to 1919, Can- 
ada’s purchases from the United States 
were valued at $4,898,000,000 out of a 
total of $6,959,000,000, or 70 per cent. 
Of Canada’s total imports in 1914, 
the United States supplied goods to 
the value of $395,565,000, as compared 
with a total from all countries of 
#618,457,000, or 64 percent. Similarly, 
in 1920 (year ending March 31), the 
United States sold Canada $801,605,- 
000 out of the total Canadian imports 
of $1,064,516,000, or 80 per cent. This 
figure will probably never be exceeded, 
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as Europe is rapidly regaining that 
portion of Canadian trade which was 

lost during the Great War. js Aah 

Recent TENDENCIES 
Canada had been five years in the 
war and her imports had been greatly 
restricted. When peace came at the 
end of 1918, people felt free to buy 
goods that they had long wanted or 
now required in order to develop their 
| natural industries. Imports at once 
began to show a considerable expan- 
| sion in certain lines of staples and lux- 
) uries, accompanied by a steady de- 
cline in purchases of raw materials for 
My war products. The total figures do 
not indicate these changes, but an 
' analysis does. Imports of textile prod- 
ucts, for example, grew from $154,000,- 
000 in 1917-1918 to $234,000,000 in 
; 1919-1920. Metals and their prod- 
ucts, non-metallic minerals and their 
, products showed a decline. Vege- 
; table products made a decided increase 
from $146,000,000 to %237,000,000. 
; The United States, being the one coun- 
, try with unlimited goods for export, 
: got the benefit of this increased demand 

for manufactured goods. 

The latest twelve-month returns 
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of supplying 80 per cent of Canadian 
purchases, it will return to its normal 
position of about 60 per cent. The 
United Kingdom, France, Belgium, 
Holland and Italy are sure to regain 
much of their trade with Canada which 
was lost during the war. es 
During the war period Canada, for 
the first time in her history, piled up an — 
excess of exports over imports. For ‘ 
the five years ending March 31, 1920, _ 
that favorable balance of trade 
amounted to $1,718,586,000. Dulas. 
1920, however, imports rose faster 
than exports, and Canada finished the — a 
year with a small unfavorable balance. Ses 
Canapa’s Future Exports 
Canada has become a great foreign 
trader. Its imports per capita are ie 
nearly three times as large as those of . i 
the United States, while its exports are _ 
nearly double per capita. The ex- 
planation of this would require much | 
space to discuss. Its enormous nat- 
ural resources are comparatively easy | 
of access, though its territories are 
broad. It has the greatest railway 
mileage in the world for its population. 
As has been indicated, its shipping is 
proportionately large and its people | 


4 available for Canada’s purchases by have been accustomed through halfa __ 
R countries show some remarkable century to foreign trading. Because 
changes in the post-war period: it has much to sell, because it has the __ 
CanapiAN Imports By Countrres 
Months Ending September 

United States... .. 789,459,000 919,367,000 
d If this tendency continues, as it is machinery for selling those productsin __ 
s reasonable to assume it will, the United the world’s markets and because its _ Ne 
: States will lose its predominant posi- people are frugal and thrifty, Canada E es 

tion in Canadian imports, and instead _ will also be a great purchaser of foreign se f 
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goods. The Canadians can not equal 
the British stock from which they 
sprang in maritime and commercial 
skill, but it is questionable if they are 
excelled in this respect by any other 
nation. 

An analysis of what Canada exports 
will deepen conviction on this point. 
The variety of goods sent out to the 
world is distinctly impressive. A few 
figures of the exports for the twelve 
months ending September, 1920, may 
be quoted in evidence: 


Iron and Steel............ 62,000,000 
Lumber ete.............. 124,000,000 
Animals, living........... 42,000,000 
Bacon and Ham.......... 42,000,000 
18,000,000 
40,000, 

16,000,000 
Automobiles............. 18,000,000 


Canada not only sells food from the 
land, food from the water, furs and 
timber from the forest, minerals from 
her mines, but she also exports manu- 
factured goods in the form of flour, 
bacon, paper and textiles which have 
already achieved some reputation. 
Quite recently her export of manufac- 
tures passed the half billion mark. 
What she most requires is a more sci- 
entific organization of her selling ma- 
chinery, and an accumulation of capi- 
tal which will enable her to extend 
larger credits to foreign purchasers. 


Her Furvre Imports 


In the future Canada’s import trade 
will witness a growth proportionate to 
the growth of the country’s industries. 
There are certain commodities which 
Canada can not produce, notably in 


the case of cotton and certain other 
raw materials, and for the supply of 
which Canada is wholly or in part 
dependent upon foreign countries, 
These commodities will continue to 
be imported in increasing volume be- 
cause Canada’s development as a man- 
ufacturing country will necessitate a 
larger importation of raw materials, 
Although Canada has vast resources 
of coal, iron and steel, these have not 
yet been fully developed; Canada 
therefore imports these commodities 
in large quantities; but the tendency in 
the future will be for these imports to 
decrease gradually. Canada is pri- 
marily an agricultural country yet 
there is a steady increase in the impor- 
tation of certain produce and food- 
stuffs which can not be grown in Can- 
ada. Climatic conditions and _ the 
severity of the winters also render cer- 
tain kinds of production in Canada 
impossible for a period of a year, and 
therefore make the importation of 
particular foodstuffs necessary. 

Canada buys beans from the United 
States to the value of $700,000; corn 
from the same country costing $10,000,- 
000; rice from British Guiana and 
Japan to the value of $2,000,000; sago 
and tapioca from the British East 
Indies; sweet biscuits from Great Brit- 
ain; cereal foods in packages from the 
United States and macaroni and ver- 
micilli from various countries. 

With the greater prosperity of the 
people the demand for certain kinds of 
manufactures, not produced in Can- 
ada, which may be classed as “lux- 
uries”’ or “non-essential” commodities 
is likely to increase. 

A summary of the principal articles 
imported into Canada in the twelve 
months ending September, 1920, indi- 
cates the nature and extent of Can- 
ada’s imports: 
$193,000,000 
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Sugar and Molasses. .... $95,000,000 
89,000,000 
Coal (Anthracite)......... 33,000,000 
Coal (Bituminous)........ 43,000,000 
Hides and skins.......... 22,000,000 
21,000,000 
Flax, Hemp and Jute ..... 19,000,000 
16,000,000 
11,000,000 


Canada’s total import trade for the 
twelve months ending September, 1920 
was $1,325,767,940. The value of 
Canada’s export trade for the same 
period was $1,208,919,000. 

Canada has still much to learn about 
foreign trade. The proposed estab- 
lishment of an Empire bank to stabil- 
ize exchange between the United King- 
dom and the British Dominions would 
undoubtedly be helpful. The customs 


A The International Trade Situation in South America . 


he appraise the present status of 
South American international 
trade it is necessary that we have a 
correct understanding of what this 
trade was before the war, what had 
been its development and what its 
tendencies were. More than all we 
must understand what was its economic 
base. Four-fifths of the trade was with 
the countries that took part in the 
Great War; nine-tenths, if we do not 
count the non-competitive and the 
interstate trade. The war produced 


temporary changes in the currents of 
South American trade and industry 
and some of these may prove to be 
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preference now being given by the 
United Kingdom on motor cars, musi- 
cal instruments, wines and a few other 
products from the overseas Dominions 
may be extended in the near future. 
Other preferential arrangements may 
develop. In markets, which are not 
British, Canada must meet the compe- 
tition of the world. This requires 
special machinery in the nature of 
exporting corporations, steamship fa- 
cilities and banking arrangements. 
Much of Canada’s exports is now 
sold through New York exporting 
houses, but Canadian export companies 
are growing in number and strength. 
Two of the leading Canadian chartered 
banks have agencies in Cuba, British 
West Indies, Mexico and South Amer- 
ica. The number of steamers en- 
gaged in foreign trade is increasing. 
As all these features expand, Canada 
will probably maintain the record 
which she has already made as a reli- 
able and energetic foreign trader. bar 


boot 


Complete returns for working out 
the percentages of 1920 can not yet be 
assembled, but partial reports make it 
certain that no material change in the 
current of trade has occurred since 
January 1, 1920. 

Before the war about two-thirds of 
South America’s exports were to Great 
Britain, the United States, Germany 
and France. Leaving out the inter- 
state frontier exports, which are only in 
a technical sense international, practi- 
cally the whole export trade was to the 
United States and Western Europe and 
nearly 90 per cent to the four countries 
mentioned. It could not be otherwise, 
for | these were the great manufactur- 
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vd Sours American Trape with Principat Countries 
Sad Imports from 
wow United Total for the 
Year OL cpneAy Britain France Germany States four countries 
. Gent Per Cont Per Cent Per Per Cent 
27.98 8.77 18.51 $16.41 11.67 
28.60 7.09 16.88 17.60 170.17 
23.85 4.88 29.87 58.60 

Exports to 

22.91 8.81 13.31 20.98 66.01 
24.31 9.05 13.95 17.61 64.92 
28.39 7.55 9.93 25.64 71.51 
25.33 8.12 28.91 62.36 
15.43 11.17 36.00 62.60 
22.82 10.27 42.19 75.20 
23.45 3.:3 0.20 $4.40 71.58 


ing countries which alone could utilize 
_ the raw industrial products of South 
America. Europe, especially Great 
_ Britain, was the locality where the raw 

food products were required. 

On the other hand, South America 
needed manufactures of all kinds. 
- Outside of a few food deficiencies in 
certain countries, supplied in the main 
by neighboring countries, the only im- 
ports of South America were of manu- 
factures, so that the countries to which 
their raw products went were the same 
and the only countries from which the 
imports came, or could come. 

The war produced certain changes in 
the distribution of exports and imports, 
but it did not and could not alter the 
essential fact that the United States 
and Western Europe were the only 
sources from which South America 
drew its needed supplies and the only 
markets wherein to sell its produce. 
- Here and elsewhere in this article 
Canada is viewed as an economic ex- 
tension of the United States (or of 
Great Britain, if one so chooses). 


If the war had gone to the extent of 
producing a débiicle of social and 
economic organization in the United 
States and in England, France, Bel- 
gium and other countries of Western 
Europe, all the countries of Latin 
America would have been thrown back 
upon themselves. There would have 
been no market for the sale of their 
produce, nor any competent to supply 
their needs. But the war did not 
produce such an effect, and we who are 
optimists do not believe that it will, 
notwithstanding what has happened in 
Russia and the partially disorganized 
state of Germany. Yet the war did to 
a certain extent throw Latin America 
back on its own resources, but not to 
any great degree nor so much as is 
generally believed. It was difficult to 
secure all that was needed even at the 
advanced prices. Some things at times 
were not procurable at all and the 
market for some products, coffee and 
nitrate for example, was at times re- 
stricted. The result was to give a 
stimulus to manufacture, especially of 


, 
A 
Laan 
. 


textile goods, and to lessen production 
of exportable products when markets 
restricted. But neither increased 

manufacture nor decreased agricultural 
and mining production assumed more 
- than minor proportions. The large 

was the other way towards 


~ ence on the United States and Western 
Europe for manufactured products. 

_ Inthe main these demands were met. 

South America increased, as far as it 
could, the exportation of food of the 
a same kinds it had always exported, but 
- —and this is the more significant fact— 
it began the exportation of foods it had 
not theretofore exported or produced, 
such as beans and dairy products, and 
it extended the area of its meat and 
_ grain production. The war gave a 
’ start in South America to a more diver- 
sified agricultural and grazing industry. 
Infact, the impulse was and is felt in all 
of its industries. But on the whole, 
the effect was not, and will not prove 
to be, any weakening of the interde- 
_ pendence of South America on one side 
and the United States and Western 
Europe on the other. Rather the two 
_ gides have become to a larger degree 
complementary. 
zi i In the distribution of the trade there 
were many changes. Germany and 
countries of the German group 
. ake were shut off, not, of course, because of 

any economic fact or reason, but by the 
stern decree of the allied and opposing 

_ powers who ruled the Seas. Not all 
_ the German trade was shut off, a very 
considerable trickle passed back and 
forth through Holland and the Scandi- 
Mavian countries. However disturbing 
this last fact was to the war offices 
of the Allied powers, it in no way af- 
fected the economic situation of South 
America. 
: =i Many factors enter into the problem 
whether a country, or a great section 
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interdependent. 


of the world is self-sustaining, or may 
become so in the event of great stress 
such as the war brought about. Under 
modern conditions no locality, not 
even the most inaccessible portion of 
the globe, is strictly speaking self- 
sustaining. Civilization tends towards 
making the world more and more 
Nevertheless, certain 
countries could maintain a more or less 
even tenor of individual life although 
an impenetrable curtain were dropped 
to shut them off from all the rest of the 
world. Such a country is the United 
States or China. In a lesser degree 
Germany and France under the same 
condition might maintain their indus- 
trial and social civilization without 
radically destructive changes. 
On the other hand, the whole founda- 
tion and superstructure of industrialand 
social life of Great Britain or of Argen- 
tina would be uprooted and cast down if 
the country were thrown back upon it- 
self. A very little reflection will show 
the soundness of the observation and 
account for what at first glance may ap- 
pear a fanciful grouping of the United 
States and China, and Great Britain 
and Argentina. Among the highly 
developed industrial countries, espe- 
cially of high manufacturing develop- 
ment, the United States is, in the mat- 
ter of self-dependence, at one pole and 
Great Britain and Belgium at the other, 
with France and Germany between. 
Among the undeveloped or slightly de- 
veloped countries, and again with spe- 
cial reference to manufacturing indus- 
try, China is in the main independent 
because its standard of living has not 
yet advanced to the point of requiring 
much of what it does not itself produce. 
Like the United States it is independ- 
ent, but for a different reason. South 
America is like England in that it has 
built its house upon the foundation of 
having and using what it does not 
It is also like | in 
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that it produces large excesses of the 
things which it does produce. In the 
matter of dependency on foreign trade, 
therefore, South America stands with 
England, although its industry is the 
exact antithesis of England’s. 

To have shut South America off dur- 
ing the war would have caused almost 
as disastrous an effect there as would 
have been caused in England had 
Germany succeeded in maintaining an 
impenetrable submarine cordon around 
the British Isles. It would, when the 
reserve stock of foreign goods was ex- 
hausted, have thrown all South Amer- 
ica back to the stage of primitive 
agriculture, living from hand to mouth. 
Large production would have ceased, 
the mines not have produced, the herds 
of cattle would have starved or wan- 
dered away to the forest, the wheat 
and corn lands would have lain fallow, 
coffee plantations would have grown to 
brush, the cities would have emptied, 
the railroads would have ceased to 
operate and only the simple handcrafts 
would have functioned; for the mines, 
the great herds of cattle, horses and 

sheep, the broad stretches of waving 
corn, wheat, flax and oats, the thou- 
sands of miles of green coffee trees in 
rows, the plantations of cacao, the 
mountains of rubber gathered from the 
forests, the innumerable bales of hides, 
skins and wool that crowd the docks all 
exist and have been called into being to 
supply a foreign demand. A tithe ora 
tithe of a tithe of these things would 
supply South America’s own needs, but 
none of them, nor all together, respond 
to the need for machinery, tools, rail- 
way supplies, hardware and the thou- 
sand and one other articles of modern 
civilization which South America must 
have but does not make and can not 
improvise. 
The war threw into high relief the 
dependency of South America on for- 
eign trade, incoming and outgoing, but 
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it did not alter or appreciably decrease 
thisdependency. What little it gained 
in independency by enlarged manu- 
facture was more than offset by in- 
creased production of the exportable 
products. Furthermore, it is more 
than doubtful whether increasing man- 
ufacture in South America at the 
present time, or for a long time to 
come, does or will lead to a lesser 
dependence on foreign imports. It 
broadens the field, creates a demand for 
more tools and appliances, and for raw 
material as in the case of cotton. Es- 
pecially does it create a demand for the 
secondary materials of manufacture, 
the trimmings, the fastenings, the 
ornamentation, the chemicals, in short, 
all of what one may call the fluxes of 
manufacture. 

Not only did the war not lessen the 
dependency of South America on for- 
eign trade; it did not radically upset 
the destinations and derivations of this 
trade. At the most it was a shifting 
within identical groups. The chief 
and only considerable source of South 
American imports was the group of the 
United States, Great Britain, France, 
Germany and Belgium, and this group 
was the same that received South 
American exports. In general, Spain, 
Italy, Austria, Holland, the three 
Scandinavian countries and all others 
appearing in the statistical tables as 
having a part in South American trade 
did not enter seriously into the problem 
of competition. Either their trade was 
specialized, or it was small, or it was 
transit. 

With all the members of the chief 
group engaged in a life and death 
struggle that taxed and strained to the 
utmost their resources, it might have 
been expected that the countries of the 
second group, who remained neutral, 
would have captured the South Ameri- 
can trade. Such has been the result of 
past wars and such some persons antici- 
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pated would be the result of this war. 
These persons failed in understanding 
that while Sisyphus might roll a great 
stone it was Atlas alone who could bear 
the burden of the world. Spain, 
Holland and the other neutrals did not 
capture South American trade simply 
because they could not carry the load. 
They had not the industrial plant 
sufficient to handle more than a very 
small fraction of South American 
produce, nor could they from their own 
production supply the volume and al- 
most infinite variety of South American 
imports. They had not the skill, the 
organization, the material, nor the 
personnel for such an undertaking. 
_ Their industries were constituted to 
. meet lesser requirements. They did 
_ increase their trade up to the limit of 
the possible, but the chief increase was 
- amore or less disguised transit trade to 
the belligerent countries of the main 
group. 
‘The chief effect of the war was a 
shifting within the main group. Bel- 
gium ~entirely and Germany almost 
entirely were shut off. Imports from 
England and France decreased, and 
_ exports of food products to the same 
gountries remained the same or in- 
ereased. Exports of industrial raw 
‘materials to France and England de- 
_ ereased. The slack in every case was 
_ taken up by the United States. What 
_ the other members of the group, in- 
cluding Germany and Belgium, or what 
_ the neutral group could not supply the 
United States did. What they could 
not buy, it bought. There was much 
2S talk in Europe and in South America of 
unfair advantages taken. Here there 
was a complementary and provocative 
Rs -outery from a like class that may be 
epitomized i in one phrase: “‘ Now is our 
opportunity.” In truth on both sides 
was puerile chatter having no regard 
to the actualities of the case. The war 
threw all international selling to the 
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passive side. He who had goods to sell 
did not need to cry his wares. The 
buyer came to him. South America, 
which had always been both a passive 
seller and a passive buyer, remained 
passive as to selling, but it became 
active as to buying. Not only South 
America but all the world was in the 
mad rush to buy. Argentino, Briton, 
Frenchman and Hollander, armies, na- 
vies, government boards, civilians, all 
were in a scramble to buy, buy. The 
seller, he who had, was in the saddle, all 
others trailed at his bridle rein. He 
was not thinking of “opportunities” 
in the future. His opportunity was the 
present and he drove it to the limit. 
At the end the one enduring thought 
that remained in the mind of the buy- 
ers was resentful. This is why South 
America now cries loudly for the return 
of Germantrade. It feels that although 
it was not in the war it has been made 
to pass through the Caudine Forks. 

The resentment is chiefly towards the 
United States but in a lesser degree 
toward England. The angry feeling 
will cool, but it exists and must be 
reckoned with. South America will 
come to appreciate the fact that the 
same causes that drove the prices up on 
what it had to buy also drove them up 
on some things it had to sell. It will 
understand that economic dependence 
is correlative. 

Before the war the exports of the 
twenty Latin American republics to the 
United States (in 1913, $478,000,000) 
was not far from being equal to the 
exports to both Great Britain and 
Germany (%330,000,000 and $192,000,- 
000). Leaving out the exports of meat 
and grain from Argentina and Uru- 
guay, which the United States did 
not need and which therefore did not 
enter into the competitive trade, and 
leaving out also the interstate trade, 
the exports of industrial raw materials 
(including wool, hides, tallow and 
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other by-products of the meat industry, 
and including also tropical foods, cane 
sugar, coffee, cacao, fruits, etc.,) to the 
United States were greater than the 
exports to Great Britain, Germany and 
France combined. After the close of 
the war (1919), France remained at 
about the same proportion and the 
United States and Great Britain to- 


gether had taken over exports to Ger- 
many increasing their proportions to 
this extent but not changing their rela- 
tive standing to each other, about 2 to1. 

On the import side’ before the war 
(1913) for the twenty countries, the 
United States and Great Britain ran 
nearly together (United States, $331,- 
000,000; Great Britain, $323,000,000) 
with German about two-thirds of the 
British, and French one-half the Ger- 
man trade. At the close of the war, 
imports from the United States stood 
three and one-half times the imports 
from Great Britain (1919, United 
States, $1,011,548,000; Great Britain, 
$294,313,000). 

The preponderance of the United 
States in South American trade was 
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increase of seventy-eight per 
cent in total British exports for 
the ten months ended October, 1920, 
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not and is not nearly so great. Al- 
though on the export side it took more 
of South American industrial raw 
material and tropical foods than did 
England and twice as much as did 
Germany, yet it was behind England in 
the whole export field and only 25 per 
cent ahead of Germany, and on the im- 
port side it was behind both countries. 


Ne Sourn American INTERNATIONAL TrapE 
United States Great Britain Germany France 
$222,225 $281,988 $162,026 $104,971 
as 
Imports from (000 omitted) Moa 

United States Great Britain Germany France 
$167,523 $285,555 $188,900 $89,520 


The German trade for 1919 was incon- 
siderable and in many cases not statis- 
tically differentiated. 

Allowance must be made in compar- 
ing the figures of 1913 and 1919 for 
advances in prices. On a quantity 
basis 222 millions and 760 millions of 
exports compare about 1 to 2. So in 
imports 167 and 563 represent, not 1 
and 34, but about 1 and 2}. 

Since the war South America has 
exported a much larger percentage of 
its products to the United States, and 
it also has exported more to England 
and to France. But it has decreased 
its imports from the last mentioned 
countries and makes up the difference 
in very much larger imports from the 
United States. 
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is eloquent testimony to the efficiency 
of the machinery for the promotion 
of foreign commerce which has been 


eompetitors. 


British Foreign 
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quietly created by the British Govern- 
ment and the British trader during the 
past few years. Powerful organiza- 
tions, aided by numerous subsidiaries, 
with headquarters in London, and 
with branches, agencies or traveling 
representatives abroad, codperating 
with British banks overseas and with 


government “trade scouts,” are mak- 


ing life interesting for their foreign 


An excellent example of these new 
organizations is the British Trade 
Corporation, formed in 1917 for the 


_ expansion of British trade in every part 


of the world, and for the granting of 


long term loans to exporters. The 
_ British Trade Corporation has created 
@ network of subsidiary companies 


which are operating successfully in the 
Near East, Latin America, Africa, the 
Balkans and Russia. Among these 
subsidiaries and affiliations may be 
mentioned the Trade Indemnity Com- 
pany, which insures foreign credits; 


the South Russia Banking Agency; 
‘the Portuguese Trade Corporation; 


the Anglo-Brazilian Commercial and 
Agency Company; the Levant Com- 
pany; J. W. Whittall and Company, 
of Constantinople, and the National 
Bank of Turkey. The British Trade 
Corporation is doing business either 
directly or through subsidiaries in 
South Russia, Brazil, Portugal, Jugo- 
slavia, Rumania, Bulgaria, Mesopo- 
tamia, Greece, Egypt, Turkey, Asia 
Minor and the Sudan. 

Another new’ British organization 
is the Anglo-Danubian Association for 
the promotion of trade between the 
Austro-Hungarian Succession States 
and Great Britain and her allies. The 
P. and O. Banking Corporation, with 
branches in all the ports reached by 
the P. and O. steamship lines, the 
Anglo-Baltic and Meriterranean Bank, 
the British Overseas Bank, the Anglo- 
South American Bank, the National 


TraDE PROMOTION 


Bank of South Africa and similar 
British banks in other parts of the 
world, provide adequate banking facil- 
ities, credit and trade information. 
The African and Eastern Trade Cor- 
poration (now merged with the soap 
firm of Lever Brothers) is a recent 
amalgamation of a number of British 
firms which have been identified with 
the African trade for many years. 
This corporation now operates a chain 
of trading stations across the African 
continent, and in Syria, Palestine, 
Persia, Rumania, Bulgaria, Malaysia, 
Egypt and China. 

The temporary elimination of Ger- 
man competition in China during the 
war was an incentive to increased 
efforts for the extension of British 
trade in China. As a result of con- 
ferences in Peking some months ago, 
followed by largely attended meetings 
in the London headquarters of the 
Federation of British Industries, a 
Chinese-British Trade Corporation has 
been formed to develop industrial and 
other undertakings in China. Under 
the charter granted by the Chinese 
Government, British traders will be 
able for the first time to develop indus- 
trial areas in China outside the treaty 
ports. The creation of this new cor- 
poration may well prove to be a land- 
mark in British relations with the 
great Chinese Republic. 

The chief réle of the corporation 
will be to provide the organization, 
skilled management, business methods 
and knowledge of foreign markets 
which the Chinese lack. The Chinese 
on their part will supply capital (of 
which the mandarin and merchant 
classes have large reserves), knowledge 
of local conditions, mining and other 
rights and political influence. The 
corporation will have four Chinese 
and four British directors, all with 
equal voting power, to be elected 
by the shareholders. The corporation 
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will enjoy obvious advantages in the 
matter of cheap raw materials and 
labor. From the purely British point 
of view, it might seem undesirable to 
educate and organize Chinese indus- 
tries for the manufacture of articles 
which would perhaps compete with 
British goods in the markets of the 
world. It was felt, however, that if 
British manufacturers hesitated to 
establish branch factories in China it 
was certain that Japanese, American 
and German manufacturers would do 
so. It is believed that every British 
controlled factory in China will serve 
as a valuable feeder for British trade 
in other directions. 

The Federation of British Industries 
is the latest and most important devel- 
opment of the Trade Organization 
movement in the United Kingdom. 
For many years past the manufac- 
turers in many of the leading industries 
of the country have experienced the 
advantages to be gained by coépera- 
tion and association for the protection 
of their common interests in organiza- 
tions devoted to their particular trades. 
The exigencies of war-time conditions 
added impetus to this movement and 
led to a large increase in the number of 
trade associations, with the result that 
practically every industry and the 
majority of trades within each indus- 
try now have associations to assist 
and foster the manufacture of British 

For this scheme of organization to 
be complete, it was seen that British 
manufacturers and producers required 
the coérdinating assistance of a na- 
tional association, which would con- 
centrate and weld together the efforts 
which each trade exerted through its 
trade association, so that manufac- 
turers might be enabled to speak and 
act in a manner commensurate with 
their strength and importance. The 
national needs — the war, and, 


pal 


Tue ANNALS OF THE AMERICAN ACADEMY =< 


. 


still more, the problems which would 
have to be faced when the war was 
over necessitated the formation of a 
strong central organization, repre- 
sentative of British manufacturers 
and producers as a whole. 

These considerations led to the 
inauguration of the Federation of 
British Industries in the summer of 
1916. The support of the leading 
manufacturers and producers in the 
country was at once given to the new 
body, and it rapidly succeeded in es- 
tablishing itself as the only organiza- 
tion which could claim to represent the 
views of the manufacturing section of 
the community as a whole. In the 
short period of four years, it has en- 
rolled no fewer than thirteen hundred 
direct members, including some two 
hundred trade associations, and is in 
direct or indirect touch with at least 
twenty thousand British manufac- 
turers, covering every industry in the 
country. The Federation is governed 
by a grand council of two hundred 
and eleven members, including the 
leading men in all industries. 

This large membership has been 
accelerated by the absorption in the 
Federation of other bodies having 
similar or cognate objects. Early 
in 1917, the Employers’ Parliamentary 
Association merged its identity in that 
of the Federation. Twelve months 
later, the Central Council of Associa- 
tions of Controlled Establishments— 
an organization formed to watch the 
interests of firms which were under 
government control during the war— 
handed over its functions to the Fed- 
eration of British Industries, and on 
the conclusion of the war, the Overseas 
Organization of the Federation ab- 
sorbed the British Manufacturers’ 
Corporation, an organization of three 
hundred firms which had been estab- 
lished to develop British trade in 
countries, 
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The organization abroad consists of 
commissioners in Greece, Turkey, the 
East Indies, Spain, Portugal, Algeria, 
Brazil, Scandinavia, Italy, Holland, 
Australia, New Zealand and Canada. 
In addition, there are correspondents 
in Argentina, France, Cuba, Mexico, 
Finland, South China, Japan and 
Egypt. While it is a private organiza- 
tion, there is scarcely a subject of 
industrial interest dealt with by the 
British Government upon which the 


‘assistance of the Federation is not 


sought. Among its other activities, 
the ‘Federation organizes exhibitions 
of British goods in foreign countries, 
such as the Athens Exhibition in 1919; 
invites foreign delegations such as the 
missions from Jugoslavia, Czecho- 
slovakia, Chile, Spain, etc., to visit 
England as guests of the Federation, 
and takes them on a tour of the prin- 
cipal cities. ‘The Federation compiles 
an Export Register which contains 


. classified lists of its members. 


There is at the present time in every 
important branch of industry in the 
United Kingdom an increasing tend- 
ency to the formation of trade associa- 
tions and combinations, having for 
their purpose restriction of competi- 
tion and the control of prices. Many 
British associations have already been 
formed, which deal with raw materials 
or intermediary products, and there are 
others which have to do with finished 
goods. These associations occupy a 
prominent position in the iron and 
steel, ship-building, electrical, chem- 
ical, soap, tobacco, silk, salt, cement 
and textile industries. 

Sir R. V. Vassar Smith, Chairman of 
Lloyd’s Bank, expressed the opinion 
of the British bankers toward this 
movement in a speech in which he 
declared that: 

The day of small industries on individual 


lines is gone. Our manufacturers and 
traders must organize for united effort. 


This will have the closest bearing on ques- 
tions of finance. An unstable unorganized 
industry is the despair of bankers. An 
industry organized on large lines has seldom 
lacked financial support in England. 


The various committees of the British 
Board of Trade, formed to investigate 
specific trades, all urged the necessity 
for powerful industrial combinations. 
In order to render the best possible 
service to British traders under the 
changed conditions resulting from the 
war, a new government department 
known as the Department of Overseas 
Trade was formed in 1918 by the Brit- 
ish Foreign Office and the British 
Board of Trade jointly. The function 
of the department is to assist and 
advise the British commercial and 
industrial community in the work of 
reconstruction and the promotion of 
foreign trade. It is represented in 
every quarter of the globe, from the 
remote islands of the Pacific to Paris 
and New York. The overseas service 
is divided into main parts, one of 
which, the Trade Commissioner Serv- 
ice, deals with the British Empire. 
There are trade commissioners in Can- 
ada, Newfoundland, Australia, New 
Zealand, South Africa, East Africa, 
India, British West Indies, and in 
the Straits Settlements. Closely asso-— 
ciated with them in their work are 
the imperial trade correspondents, 
who are located at important centers 
throughout the Dominions and other 
British possessions. In foreign coun-— 
tries the department is represented by 
the Commercial Counsellors and Sec- 
retaries, and by the consular officers, — 
who are located at practically every 
port and important commercial center _ 
throughout the world. 
Special efforts are made by the De- | 
partment of Overseas Trade to ae 
and entertain important foreign visi- _ 
tors to England. For example, the 
brother of the King of Siam and the © x43 es 
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Commissioner of Siamese State rail- 
roads were conducted recently by an 
officer of the department to a number 
of important plants throughout Eng- 
land; as a result, substantial orders 
have been placed. Representatives of 
the “Hangya” Codperative Whole- 
sale Society of Budapest arrived in 
England in August, 1920, to make pur- 
chases on behalf of the Hungarian 
Minister of War. They bought two 
hundred and fifty thousand yards of 
khaki cloth valued at £140,000. Due 
to the efforts of the British Trade Com- 
missioner, the representatives of an 
important British electrical company, 
who had recently visited New Zealand, 
secured the first and most important 
post-war contract placed by the New 
Zealand Government for the first sec- 
tion of railroad to be electrified. 


It has been well said that, while to 
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HE opening of the world war in 
1914 found Belgium actively en- 
gaged in international trade. With an 
area one-fourth that of Pennsylvania, 
Belgium was the most densely popu- 
lated country in the world, if one com- 
pares entire countries only. For dec- 
ades before the war the population had 
been increasing at the rate of about 
one per cent a year, with a policy gen- 
erally avowed of relying less and less 
on their native soil for support and 
development. 

Foreign trade is and has been the 
life blood of Belgium. For years before 
the war the people gave increasingly 
less attention to agriculture and more 
to manufacture. No other country 
depends so largely upon its manufac- 
turing industries. It must export to 
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other countries foreign trade is a con- 
venience or a luxury, to England it is 
an absolute necessity. In only one 
of the raw materials vital to her indus- 
tries—coal—is there a surplus in the 
United Kingdom. All the others— 
ores, fibers, timber and oils, as well as 
cereals and meats—Great Britain is 
obliged to import either wholly, or in 
the greater proportion, and the neces- 
sity for paying for them requires a 
large and ever-increasing export trade. 


Great Britain is today determined to 


recapture the trade won from her in 
pre-war days by the Germans,’ and, 
although she is compelled to resume her 
financial and industrial réle with enor- 
mously increased burdens, she takes up 
the commercial struggle with the great 
advantage of having to learn very little 
about the conditions under which it 
can be successfully prosecuted. 


live. The kingdom is poorly endowed 
with raw materials; nevertheless, the 
road to national prosperity seemed to 
lie in the direction of manufacturing 
products for exportation, while in- 
creasingly larger quantities of food- 
stuffs were imported. In the calendar 
year 1913, Belgian per capita imports 
amounted to $127.59 and exports to 
$94.85, which may be compared with 
our per capita imports of $17.94 and 
exports of $24.66 for the fiscal year 
19138. 

Briefly, it may be said that Belgium 
imported coal, ores, cotton, wool, hides, 
rubber, lumber and chemicals, and 
turned them into products more or less 
finished. Germany was the best cus- 
tomer, followed in order by France and 
Great Britain; these three countries 
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also supplied the largest quantity of 
goods in return, France leading, fol- 
lowed by Germany and Great Britain. 

Belgium took practically no part in 
international trade from August, 1914 
to 1919. And for some months after 
the armistice her participation in for- 
eign commerce was limited to the 
purchase of foodstuffs and raw mate- 
rials to replace depleted stocks, with 
very little selling, pending the manu- 
facture of these materials into finished 
or semi-finished products. 

In the rehabilitation of Belgian in- 
ternational trade, one thing became 
apparent early in 1919, namely, the 
lack of national organization for re- 
suming such relations. German con- 
trol of export organizations had been 
practically complete previous to 1914; 
and this monopoly of Belgian imports 
and exports, especially the latter, had 
been left in the hands of foreigners with 
apparent complacency. Belgian im- 
porters and exporters had made little 
effort, and expressed little interest in 
assuming control of their trade rela- 
tions with other parts of the world. 
Two things were evident—that Ger- 
many had lost her commercial grip in 
the country and that Belgian business 
men must build up for themselves a 
complete foreign trade organization. 
The Belgian Government and the bus- 
iness men at once manifested a keener 
interest in the conduct of international 
commerce. Little was known of the 
methods of foreign trade organizations, 
since only eight concerns of importance 
had had branches in foreign countries. 
German agencies at Antwerp had cared 
for foreign connections so thoroughly 
that more than one American, when 
inquiring about Belgian goods previous 
to 1914, had addressed his letter to 
“Antwerp, Germany.” 

In July, 1919, a special official com- 
mission was appointed to advise con- 
cerning the best means of establishin 
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due to continued scarcity of raw mate- 
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an organization for the control of inter- 
national trade to and from Belgian 
borders. This commission advocated 
an association of affiliated industries 
for export organization, extensive 
courses in commercial education, en- 
largement of the merchant marine, and 
the establishment of a Government 
publication giving foreign trade infor- 
mation. Special attention, too, was 
given by the commission to improve- 
ments in credit extension for the pro- 
motion of foreign trade, and the recent 
practices of American banks were 
looked upon with approval. Com- 
mercial attachés or similar Government 
officers in the foreign field were to 
supplement the home organization. 

Probably none of the countries at 
war resumed normal economic activity 
more readily than Belgium. Farmers 
began more or less normal cultivation 
with the spring of 1919, and the crops 
of that year were nearly up to the aver- 
age pre-war production. The resump- 
tion of industrial activity too was re- 
markable. It must be said, however, 
that this was interrupted rather than 
destroyed during the war. The section 
of the country actually devastated was 
small, and located chiefly in agricul- 
tural Flanders. While much machin- 
ery was destroyed or removed from 
manufacturing plants from 1914 to 
1918, the plants themselves were often 
not destroyed. Belgian coal mines 
produced at the lowest ebb during the 
war about 65 per cent of their normal 
annual production. With this eco- 
nomic situation one may compare the 
plight of France, where scores of square 
miles in the industrial heart of the 
country were devastated to a degree 
that beggars description. 

The revival of Belgian industry and 
foreign trade since the war has not been 
hindered solely by damaged plants or 
missing machinery. It has been partly 


l 
$4 
e fe: 
AS 
s- 
a 
e. 
to | 
d, 
at 
le 
it 4 
to 
ng — 
in- 
ts 
to 
\ > 
ith AN a 
nd 
par 
im 
es, 
ess j 
us- 
nd 
ies 


gail 


rials, to depreciated exchange, to labor 
difficulties and to transportation prob- 
lems. 

Belgium formerly imported quanti- 
ties of coal and ores to operate her m- 
dustries, cotton and wool for her tex- 
tile establishments, and large quanti- 
ties of chemicals for various plants. 
Without these there can be little prog- 
ress. The reéstablishment of national 
industries was hampered in 1919 by 
lack of fuel. Previous to the war, the 
country exported 5,000,000 tons of 
coal a year, which, being anthracite, 
was consequently unsuited to industrial 
uses in the country. The average pre- 
war importations of coal, amounting to 
10,000,000 tons, were of the bitumi- 
nous type best suited to steel making 
and other industrial uses. This came 
largely from Germany before 1914. 

During 1919, practically no coal came 
into Belgium from this source except 
the shipments stipulated by the Peace 
Conference and these were sometimes 
irregular and insufficient. Almost the 
entire Belgian imports of coal during 
the first six months of 1919 came from 
England. Coal production at the end 
of 1919 had become nearly normal and 
the total annual production for 1920, 
as estimated on the basis of actual 
production figures for the first half of 
the year, has been given as 22,073,712 
tons, as compared with a production in 
1913 of 22,846,000 tons. But this still 
leaves the country sadly in need of 
industrial fuel. 

Depreciated exchange added untold 
difficulties. Prices for raw material 
and machinery had doubled or trebled 
during the war period, but with this 
rise in prices all nations had to contend. 
When, however, materials and equip- 
ment had to be purchased by a franc, 
whose exchange value abroad had 
dropped from 19.3 cents to 12, 10, 8 
and 6 cents, the difficulties in the way 
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able. The year 1920 brought little, if 
any, improvement in this low exchange 
value of the Beigian franc. 

By the very irony of economic fate 
Belgium found herself unable to pur- 
chase from her recent allies, England 
and the United States, and at the same 
time invitingly beckoned to her enemy, 
Germany. Owing to the extreme de- 
preciation of the German mark in for- 
eign exchange, Belgium found she could 
purchase of her recent enemies at much 
lower prices than in any other country. 
Indeed, in 1919, millions of francs’ 
worth of machinery, dyestuffs and 
other materials were imported into 
Belgium from beyond the Rhine. In 
the German territory occupied by Bel- 
gium a special commission was organ- 
ized to put their merchants into con- 
nection with German firms and many 
successful transactions were initiated. 

But industrial difficulties were found 
within the state. The war left Belgian 
labor as dissatisfied as elsewhere in the 
world. In February, 1919, it was esti- 
mated that 700,000 were unemployed 
in the kingdom; by July of that year 
this number had been reduced to 350,- 
000, but unrest was prevalent. Labor 
was dissatisfied with the pre-war work- 
ing day of nine or ten hours; insistent 
demands for an eight-hour day had to 
be met by acompromise. Many indus- 
trial enterprises found operating con- 
ditions unbearable. Throughout the 
first half of 1920 this condition contin- 
ued, due often to lack of raw material, 
lack of capital or because no orders 
were received for goods. By June, 
1920, however, it was reported that in 
the more important industrial estab- 
lishments of the country about 93 per 
cent of the number employed in 1913 
were then at work. 

Belgium has definitely reéstablished 
her position in foreign trade. The 
present commerce of the country ex- 
ceeds in value that of 1913. In the 
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nine months ending September 30, 
1920, Belgian commerce, including im- 
ports and exports of gold and silver, 
amounted to nearly 15,000,000,000 
francs. Exports during this period were 
valued at 3,784,345,000 francs more 
than those for the corresponding period 
in 1913, and imports exceeded those 
for the same period by 4,798,033 francs. 
Even when allowance is made for in- 
flated values, this is a very creditable 
showing. Exports of manufactured 
goods during the first three quarters of 
1920 were by quantity almost double 
those of the corresponding period of 
1919, and the total value of this export 
trade from January to September, 
1920, was more than six times as great 
as during the corresponding period of 
1919. 

Many industries are back on their 
feet in international competition. Late 
in 1919, iron and}steel manufacturers 
succeeded in underbidding their foreign 
competitors in cast steel and similar 
products. England has ordered large 
shipments of cast metal from Belgian 
producers. The output of window 
glass, which the country exports ex- 
tensively, at the close of 1919 was ap- 
proximately one-half of that prior to 
the war. Doubtless this production 
would have been greater, had not wages 
been 150 per cent above pre-war rates. 
Similar conditions prevail in the plate 
glass industry, wage increases in that 
field being about 125 per cent above 
the 1913 level. 

The war has not revolutionized Bel- 
gian foreign trade. The continued 
success of the country’s exchanges 
with other nations rests upon an intel- 
ligent utilization of an industrious pop- 
ulation in the field where Belgian indus- 
try has proven its worth; that is, in the 
iron and steel industries, in the manu- 
facture of railway equipment, in the 
coarser textiles, glass, electrical appar- 
atus end firearms, as well as in those 
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specialized processes by which pre-war 
Belgium sent wool, hides, flax, linen, 
cotton, zinc, rubber and dyes into the 
stream of the world’s commerce as 
semi-finished products. 

Germany is no longer a fertile source 
for supplies of raw materials and has 
ceased to rank among Belgium’s best 
customers. Belgium is now turning to 
the United States, England and South 
America for many products, and can 
profitably extend her markets in the 
Orient, especially in China, and 
throughout Latin America to absorb 
those products which Germany can 
no longer afford to purchase. Without 
question, however, the economic ties 
which bound Belgium and Germany 
will eventually renew an active inter- 
change of products. Purse strings are 
woven with strands of economic ad- 
vantage, not sentiment. 

In some respects Belgian foreign 
trade of the future may surpass that of 
pre-war days. The country is a natural 
gateway for the sea-borne commerce 
of many European states. Germany, 
which formerly handled and controlled 
this transit commerce, will doubtless 
have an appreciably smaller share in 
this for years to come. Much of this 
trade can be made to pass through Ant- 
werp. Already a port of no mean im- 
portance, it has the pivotal position 
which may make it the port of entrance 
or departure for much of the foreign 
trade of Germany, Austria, Hungary, 
Switzerland and Russia. To reach this 
pivotal position in the international 
trade of the Belgian hinterland, effort 
must be definitely concentrated upon 
the improvement of port facilities at 
Antwerp. 

A national interest must be aroused 
to make Antwerp one of the great ports 
of the world with adequate wharfage, 
storage and equipment to handle and 
store the largest shipments. Concen- 
tration in this line would mean the 
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relinquishment of ambitions on the 
part of other Belgian ports, such as 
Bruges, Ghent or Brussels, to become 
extensive marts for ocean-going com- 
merce. Traffic at the port of Antwerp 
was rapidly reéstablished in 1919. 
During May, 1920, the entries and de- 
partures at this port corresponded to 
the average monthly tonnage of 1912, 
although in the latter year the transit 
traffic from Germany was an important 
part of the whole, while in 1920 it was 
almost nil. 

One other trade development is 
largely in the hands of the Belgians— 
that with the Congo. The mother 
country has just begun to realize the 
increasing importance of this colony. 
With an extent of almost a million 
square miles and a great undeveloped 
richness in tropical products, the Congo 
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affords remarkable trade opportuni- 
ties. Here one finds an extensive mar- 
ket for foodstuffs, coarser textiles, 
clothing and machinery in return for 
which he may import large quantities 
of rubber, ivory, palm-nuts, palm-oil 
and copal—raw materials which abound 
in the Congo and are increasingly de- 
manded by Belgian industries as well 
as by all other important industrial 
nations of the world. This opportu- 
nity is not passing unnoticed. The 
recent establishment of new shipping 
lines from Antwerp to the Congo, the 
improvement in communication facili- 
ties between the two countries and 
within the Congo itself, together with 
recent large investments in colonial 
ventures, prove that Belgium has a 
vision of the commercial value of its 
African possession. 


By Cuester Lioyp Jonsgs, Pxu.D. 


C. Tennant Sons Company, New York 


HOUGH Spain, like other neutrals, 
could not escape some of the irk- 

some limitations which the European 
war created for the non-belligerent 
nations, it enjoyed during the conflict a 
period of unexampled prosperity. A 
series of good crops and legislation to 
limit the shipment of foodstuffs abroad 
helped to keep down the rising cost of 
living, and the high prices created by 
the war caused an exceptional price 
level for the national goods which were 
exported and stimulated the national 
industries. The geographical location 
of the country gave it a long land 
frontier on the borders of one of the 
chief belligerents insuring easy access 


au _ for its products to the area of military 


- operations. Freed from competition 
with foreign manufacturers by the 
necessities of the belligerents, the home 
industries enjoyed a greater patronage 


in the home market than had formerly 
been their lot. 

How favorable the general commer- 
cial position was can be illustrated by 
the conditions in almost any of the 
greater economic interest groups in the 
country. The unfavorable balance of 
trade amounting to 248,000,000 pese- 
tas in 1913 was changed to favorable 
balance of 574,000,000 in the banner 
year 1917 and was still 417,000,000 in 
1919. Exports rose from a value of 
868,000,000 pesetas in 1914 to 1,316,- 
000,000 in 1919. The proportion of 
manufactured articles in the exports 
rose sharply from 24 per cent in 1918 
to over 40 per cent in the war period. 
It was 36 per cent even in 1919." 


1 The increase of values was in reality much 
greater than this comparison indicates. The 
Spanish customs returns are made up on official 
valuations which have not been changed since 1918, 
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Raw cotton for the Spaaish textile 
industry was imported in rapidly rising 
quantities reaching almost a third of a 
million bales in 1919. During the war, 
of course, this cotton largely found its 
way abroad again in goods manu- 
factured for the allied armies. Wool 
textile exports rose from about 600,000 
pounds a year before the war to 
27,000,000 pounds in 1915, and even 
in 1919 were more than twenty times 
as great as before the war. The leather 
and shoe-making industries prospered 
as they had never done before. The 
iron and steel exports increased in 
value from about 5,000,000 pesetas 
before the war to 36,000,000 in 1916. 
Coal production rose from 4,000,000 
to 7,000,000 tons; the products of the 
olive- and grape-growing industries 
reached unprecedented values. Viewed 
from the standpoint of the national 
industries and international trade, it 
seemed that the war was, if not an 
unmixed blessing to Spain, at least 
something which brought in _ its 
train a very comfortable margin of 
advantages. 


PENDENCE 


Public opinion in Spain after the 

‘war was strongly in favor of capitaliz- 
ing and making permanent the advan- 
_ tages which the conflict had brought 
_ tothe kingdom. There was no lack of 
_ eonfidence that it could be done. 
_ Other nations have won from the war 


_ tion. Spain was confident that now 
_ was her chance to win economic inde- 
pendence. 

The longing to be “free from eco- 
Romie dependence on the foreigner” 
is not a new development. At least 
_ since the period of the Spanish-Amer- 
_ dean war it has been an ideal which has 

rays had a strong political appeal. 
From it sprang the legislation intended 
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to foster local highly 
protective tariffs and the successful at- 
tempt to make Spain independent of 
foreign sugar supply by tariff on im- 
ports plus subsidy of the local industry. 
Even before the European war the 
movement had already entered a 
broader phase. In 1909, legislation 
was passed intended to develop ship- 
building through special governmental 
support for companies purchasing their 
materials from local factories. The 
iron and steel industries were later 
favored and far-reaching plans were 
made for fostering all national indus- 
tries through governmental aid to be 
granted after investigation and ap- 
proval by a Commission for the Pro- 
tection of National Industry. 

To this strong and growing nation- 
alistic feeling the conditions created 
by the war greatly contributed. Spain, 
it was argued, had been exploited. 
Her riches were in the control of for- 
eigners. Her mines, her railroads, her 
tramways, her waterpowers, her finan- 
cial institutions, in fact all her economic 
resources were mortgaged to the for- 
eigner, and the profits which their op- 
erations yielded went abroad instead 
of contributing to the national develop- 
ment. Now with the war had come, 
it was alleged, the opportunity to 
change this unsatisfactory state of 
affairs. The national industries were 
booming, the war profits had created a 
surplus of local capital awaiting in- 
vestment, the peseta was at a premium 
compared to the depreciated curren- 
cies of the belligerent nations. It was 
easy to pass to the conclusion that this 
was the time for Spain to create con- 
ditions which would bring the “ paying 
of tribute to the foreigner’’ to an end. 

The “Spain for the Spaniards” 
movement took ferm in a number of 
well-intentioned projects of legislation. 

First of all it was felt that the indus- 
tries which had been stimulated or 
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created by the war must not be allowed 
to suffer. The periodical revision of the 
tariff—consideration of this topic every 
three years is provided for by the leg- 
islation—had been delayed by the war. 
It came up at a time when high pro- 
tection spirit was in the ascendant. A 
tariff board was created, which planned 
an extensive investigation of the cost 
of production and proposed to create 
protection for the home industries 
which would place them on an equality 
with those of foreign countries. The 
tariff classifications were to be greatly 
increased in number to allow flexibility 
in the application of the new standard. 
The new Spanish luxury tariff effective 
December 1, 1920, designed to aid 
Spanish exchange by decreasing pur- 
chases of foreign goods by Spain, is 
partly a product of the desire for 
greater protection, but is not as com- 
_ prehensive as the complete revision 
_ promised for 1921. 

High tariffs alone are not sufficient, 
it is felt, to assure the creation of an 
industrial system which shall be Span- 
ish in the thoroughgoing way which 
the nationalists desire. Foreign capi- 
tal, they argue, as experience elsewhere 
has shown, may establish itself within 
the national boundaries, profit by the 
high tariff wall which shuts out foreign 
competition and continue the very 
economic dependence which has be- 
come so unwelcome. The tariff must 
therefore be supplemented by other 
protective measures. To this end it is 
planned to extend the protection to 
national industries given by the tariff 
byindirect or direct subsidy. Compan- 

_ ies are to be favored which are created 
_ by Spanish capital or which have at 
least a specified minimum of their 
stock held by Spanish nationals. 

Even this, however, may not assure 
the rapid development of truly Spanish 
investments in the country. Addi- 
tional premiums must be given to 
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national investors to assure that the 
war wealth which has come to the 
kingdom shall stay at home and not 
seek investment in foreign securities. 
Spanish capital has shown a singular 
tendency to go abroad in the past 
leaving local resources to be developed 
by foreign enterprise. During the war 
this tendency became less pronounced 
and it is reported that about 600,000,- 
000 pesetas’ worth of securities of 
Spanish enterprises were repurchased 
from foreigners by Spaniards. Never- 
theless, the former custom still has a 
strong hold on local investors and even 
this war-time advance might be lost. 

To check the flow of capital abroad, 
a number of measures have been 
adopted in spite of insistent protests 
that the nationalistic movement is 
overreaching itself in their adoption. 
First among these measures are ones 
intended to prohibit the “speculation 
in depreciated currencies’ and the 
purchase of foreign securities in gen- 
eral. Such measures are seldom if 
ever successful and their general eva- 
sion by Spanish investors is a matter of 
common comment. The first of these 
laws in Spain antedate the war period 
and they have always been observed 
in the breach. It seems doubtful 
whether those who have recently ar- 
gued for their enforcement and exten- 
sion have great confidence in their 
practicability. 

Other measures passed since the 
war are more thoroughgoing. ‘They 
aim to make local investments attrac- 
tive to Spanish financiers by creating 
a tax wall in favor of Spanish capital 
similar to the tariff wall protecting 
goods of Spanish manufacturers. For- 
eign companies, it is argued, may es- 
tablish branches in Spain and bring to 
the exploitation of the Spanish market 
all the resources and prestige which ga 
with their powerful organizations and 
international connections, though the 
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capital which they use or announce 
they are using in their local business 
may be of insignificant proportions. 
In this way the weaker Spanish com- 
petitor is put at a disadvantage and 
equal taxation upon the capital used by 
local and foreign companies in carry- 
ing on their local business dealings is no 
adequate remedy. It is therefore pro- 
posed in legislation enacted at the end 
of 1919 to tax such foreign companies 
having branches or representatives 
authorized to contract for them, not 


only on the capital used in Spain, but 
also on their entire capital. 

The capstone of this legislation is 
found in the new laws affecting foreign 
banks which, though not commercial 


companies in the generally accepted 
sense, are one of the means most im- 
portant in promoting commerce and 
have drawn the particular dislike of the 
ultra-nationalists. Foreign banks are 
_ made the subject of a special law with 
alternative bases for taxation requiring 
them to pay taxes at least at the rate 
os two per mille on the capital devoted 
to business in Spain plus one per mille 
on the entire capitalization of the 
parent corporation. Severe penalties 
are provided for evasion of the law, 
and it is expressly stated that no court 
review of the tax assessment made by 
the administrative board composed in 
of officials of the Spanish 
treasury shall be allowed. 
The terms of this latter legislation 
have aroused widespread protest both 
~ inand out of Spain and have been made 
the subject of representations to the 
Spanish Government by foreign em- 
 bassies. These laws have not as yet 
_ been actually put into force but it is 
clear that if enforced they will greatly 
if they do not make impos- 
sible, the operations of large foreign 
- commercial companies and banks in 
a _ the Kingdom. However laudable the 
_ Rational ambition for economic inde- 
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pendence may be, it is unlikely that 
Spain will find that in the near future 
she can dispense with the capital and 
enterprise of the foreigner to the extent 
sought in these laws. 


Recent Economic DEVELOPMENTS 


The economic developments of re- 
cent months have brought forth factors 
which have emphasized to Spain as to 
the rest of the world that nations, even 
the strongest, are, in economic affairs, 
interdependent not independent and 
that discriminatory legislation is likely 
to defeat its own end. In tariff mat- 
ters Spain is learning that while she 
may act as she pleases in putting up 
barriers against imports, other coun- 
tries have the same freedom—as is 
brought home by the hardships created 
by the new high French tariff which 
cuts into the profits of the Spanish 
wine producer. Those who have the 
undeveloped resources of Spain in their 
possession are beginning to complain 
that within the kingdom they can find 
neither the technical ability nor the 
capital which can bring their properties 
into use. 

In spite of the fact that Spain stayed 
out of the war and had an unusually 
strong position during its continuance, 
he peseta has fallen in value and shows 
little promise of early recovery. Such 
developments are far from satisfactory 
to those who had hoped that restrictive 
legislation would enable Spain to make 
permanent the unusual conditions of 
recent years. 

They begin to realize that with re- 
construction in the belligerent coun- 
tries under way and the demand for 
capital thereby greatly increased, leg- 
islation intended to discourage invest- 
ment from abroad is little likely to 
bring the hoped-for results. Laudable 
as the ambition of the nationalist party 
to make the country self-sufficient is, 
and though creditable advance in 
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creating a national industry has been 
made, Spain is still dependent on the 
foreigner for the great majority of the 
manufactured articles she consumes. 
The national economy is still agricul- 
tural, not industrial. 
‘The ideal of a self-sufficing national 
industry is one which Spain will win 


ms only through long years of education for 


her people in her schools and factories. 
_ It is an ideal which can not be attained 
_ at a stroke either through exceptional 


_ ¢ireumstances created by the war or 


by legislation. 


Recent INTERNATIONAL DEVELOP- 
MENT 

If one turns from the legislation on 

commercial policy which has 

been sketched above—the most strik- 

Ing recent development in Spanish 


international affairs—to the changes 


going on in the national economic life 
which will influence the position of the 
kingdom in the future, the picture is 
more pleasing. There is no doubt that 
the development of industry in the 
_ northeast, centering around Barcelona, 
_ will continue. It is hampered by diffi- 
a labor problems but the character 
_ of the Catalan workman assures that 
_ this section of Spain will become in- 
_ ereasingly able to meet the competi- 
tion of foreign-made goods. Iron and 
steel manufacture, though still not 
able to compete effectively in interna- 


: tional trade, will supply a growing 
_ percentage of the local demand. The 


increasing use of fertilizers is putting 
_ Spanish agriculture, now lamentably 
into a better position. 
Rice-growing around Valencia and 
sugar production scattered over a 
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large number of provinces are prosper- 
ing. Both rice and sugar are in some 
years exported in considerable amounts. 
That they will regularly go abroad in 
large values is not probable. 

Fruit-raising on the east coast is 
extending and will contribute increas- 
ingly to Spanish income from abroad. 
Valencian onions also have an assured 
and expandable market in the north 
of Europe. Nuts of a wide variety are 
a staple item of Spanish export. Span- 
ish green olives are a standard article 
in international trade, and the war 
has hastened the direct marketing of 
Spanish olive oil. The fishing industry 
of the northwest, the pyrites exports 
of the southwest, the fresh grape ex- 
ports of the southeast all contribute 
in an important way to present Span- 
ish foreign commerce and they will 
continue to do so. 

Upon the gradual development of 
these natural sources of wealth, brought 
into use by codperation between her 
own people and the foreigner, the pros- 
perity of Spain has in the past rested. 
These same factors will continue to 
determine the position of Spain in inter- 
national commerce in the near future, 
at least. Well-planned legislation may 
assist in bringing into use the national 
resources. It has already done so innot 
a few important branches of industry. 
That the present movement toward 
an extreme nationalistic policy will 
quicken the development which is in 
progress is at least doubtful. No 
nation can reform its national economy 
in a day, and the attempt to do so by 
some of the laws recently passed in 
Spain holds out but little promise of 
success. 
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O year in the history of modern 
Japanese trade has witnessed 
more striking changes than 1920. At 
the beginning of the year, the post- 
Armistice boom in exports had just 
reached its peak, while in March im- 
ports reached their maximum. Dur- 
ing the course of the year foreign trade 
has collapsed. The imports in Decem- 
ber, 1920, were valued at barely one- 
fourth the record for March, 1920, and 
the exports, 14,000,000 yen less, were 
only one-fourth the record for Decem- 
ber, 1919. It would be necessary to 
go back some years to find an equally 
small trade movement—to August, 
1917, for imports, and to January, 
1916, for exports. It must be borne in 
mind also that prices ranged much 
lower then, so that the values for 
December, 1920, really represent a 
much smaller volume of trade than at 
any time since the beginning of the war. 
When the year 1920 opened, im- 
ports into Japan were still at their 
height, while the peak in exports had 
been passed. As a result there was an 
almost constant excess of imports 
throughout the year. In only three 
months (August, September and Octo- 
ber) a small surplus of exports was 
recorded. The excess of imports for 
the year amounted to 392,000,000 yen. 
Strange to say, there was also an 
excess importation of gold and silver 
amounting to almost the identical 
figure—390,000,000 yen. 

This heavy movement, directly con- 
trary to the natural course of trade, is 
difficult to explain; for the large sums 
paid as freight to Japanese shipping 
companies are not enough to offset the 
adverse balance of trade. The urgent 
need of funds by the banks and business 


houses, and also by the Government 
for the many projects of financial relief, 
was undoubtedly one of the main 
reasons for the big imports of specie. 
The Government and the Bank of 
Japan had on deposit in foreign coun- 
tries large sums of money at the begin- 
ning of the year. At the end of 
November, 1920, the stock of gold held 
in foreign countries was 270,000,000 
yen less than one year before, while 
the stock held in Japan was 400,000,- 
000 yen more. When exchange was 
against Japan in the early months of 
1920, the law prohibited the exporta- 
tion of gold; but when the crisis came, 
the urgent need of funds compelled 
the banks and business houses to draw 
upon every available source for money, 
and to postpone as long as possible the 
payment of obligations that had been 
incurred. This led to a sharp rise in 
exchange even while the balance of 
trade was against Japan, and the rise 
in exchange in turn made profitable 
the import of gold. Most of the gold 
naturally came from the United States, 
but there were also some large reonipte 
from China. 


Price CHANGES 


In tracing the changes in the volume 
of Japanese trade, allowance must be 
made for fluctuations in price and for 
seasonal variations. Both of these 
factors have a peculiar importance in 
studying Japanese trade. The ad- 
vance in export values came much 
later in Japan than in the United 
States, but was much greater when it é 
came. Seasonal variations are also haa 
especially pronounced because of the 5 
few articles that make up the bulk of a 
the imports and exports. 
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The variations in price are shown in 
Table i, together with an averagefor 
United States exports': 


Tue ANNALS OF THE AMERICAN ACADEMY _ aa 


It will be noted that Japanese staple 
exports were slow in responding to the 
world-wide tendency toward higher 


Taste I. Variations tN Prices or Imports AND Exports or JAPAN, 1917-1920 


Average 1913 = 100 
1919 1920 
chy 
1917 | 1918 i 
bie pag sald Jan.- | Apr.- | July- | Oct.- | Jan.- | Apr.- | July- Oc 
crtiaclia we: Mar. | June | Sept. | Dec. | Mar. | June | Sept t. 
All Imports... ... 159 | 215 222 241 
Raw Cotton 135 | 217 231 258 
Iron and Steel. .| 287 | 482 394 287 
Machinery 157 | 244 306 290 
87 | 145 206 363 
All Exports... ... 145 | 185| 198] 252] 300 
Raw Silk... ... 147 | 163 153 188 249 296 
Silk Fabrics . 140 | 174 182 193 243 822 
Cotton Yarn...| 156 | 248 254 309 400 517 
Cotton Fabrics | 145 | 196 228 247 263 340 
United States 
Exports*....| 204 221 229 


that group in 1911-1914. 
same basis. 


*For United States, average of four years ending June 30, 1914=100. Computed from the 
average for each class (great group) as determined by W. A. Berridge: “An Analysis of the Exports 
of Merchandise from the United States,” Review of Economic Statistics, October, 1919, p. 312. 
average for all exports, each class is weighted according to the value of the selected articles falling in 
In the figure given in the table the weighting is according to the total 
exports of each class. Figures for the year ending June 30, 1920, have been computed on the 
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1 The usual method has been used to eliminate 
the effect of changes in price in determining the 
fluctuations in trade. A compilation was made 
of a considerable number of important commod- 
ities that represented from 64 to 79 per cent of 
the total imports, and from 63 to 79 per cent of 
the total exports. From the quantity of each 
article a value was computed on the basis of the 
average import or export price in 1913. This 
compilation was made for each year, and also for 
shorter periods of 1919 and 1920—six-month 
periods in the case of imports, and quarters in 
the case of exports. The sharp variations in the 
desirable to use a short 


7 of the value returned and the 
value computed on the basis of pre-war prices 


measures the relative rise (or fall) in price since 
1918. Thg selected articles were grouped into 
various classes (natural foodstuffs, prepared 
foodstuffs, raw materials, partly manufactured 
goods and manufactures ready for consumption), 
and an average was computed for each class. 
It was assumed that the price of each of these 
classes varied in the same proportion as that of 
the selected articles belonging to the same class. 
By applying the relative price to the reported 
total for each of the five classes a value based on 
1913 prices was obtained. For miscellaneous 
articles, not included in any of the five classes, 
the combined percentage of increase was applied. 

Raw silk is of especially high value and has 
been subject to violent fluctuations in price. 
For this reason, in the case of exports, partly 
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prices. In 1917, a comparison of the 
values returned in the official statistics 
with those calculated on the basis of 
1913 prices shows an advance of only 
45 per cent. The following year the 
official values were 85 per cent above 
the pre-war level. Up to that time 
the advance was much less marked 
than that disclosed by a similar com- 
parison of the United States export 
statistics. After the Armistice, how- 
ever, the rise in Japanese export prices 
was very rapid. In the fourth quarter 
of 1919, the average was three times as 
high as the 1913 level; and in the first 
quarter of 1920, almost three and one- 
half times as high (344 as compared 
with 100 for 1913). 

Then came a drop as rapid as the 
rise. The average export value for 
the second quarter was 302, for the 
third quarter, 252, and for October, 
220. Naturally estimates of this kind 
for so short a period as one month, or 
even three months, can not be regarded 
as precise, but the movement is amply 
confirmed by current price quotations. 

The export price of raw silk, and 
still more that of cotton yarn, went far 
higher than the average for all exports. 
Cotton yarn brought five times as 
much in the first quarter of 1920 as in 
the year 1913. It follows that the 
_ post-war advance recorded for exports 
is due mainly to the high prices for the 
four big items. The average for the 

humerous articles that make up the 

other half of the export trade of Japan 
shows a much smaller increase. 
There was also a considerable in- 
crease in import prices after the Armi- 
stice. The import price in 1918, how- 


manufactured goods were divided into two 
groups, raw silk and other articles, for each of 
which separate computation was made. For 
similar reasons, although not so striking as in 
the case of exported silk, imported cotton, iron 
and steel, and machinery were separated from 
the Classes into which they fall. 
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on basis of prices. 


ever, had already advanced much more 
than the export price, and the highest 
point reached was much below the ex- 
port price for the corresponding period. 
The advance in import prices was there- 
fore relatively moderate, and the latest 
statistics show little drop in price. 

The change in import prices, con- 
sequently, does not affect materially 
the apparent increase in the imports of 
Japan. The figures on the 1913 basis 
are somewhat lower than those showing 
the prices as returned, but the general 
direction is little altered. In the case 
of exports, however, the situation is 
just the reverse. The great advance 
in exports from quarter to quarter in 
1919, which brings the value returned 
for the last two quarters much above 
the corresponding figures for the year 
before, largely disappears when the 
value is reduced to the basis of 1913 
prices. There was an upward move- 
ment, but it was not sufficient to bring 
the total up to the 1918 level. 

Tabulation has been made of the 
imports and exports for the last three 
years by quarters in Table II. The 
third quarter of 1918 has been taken 
as a basis, and the returns for each of 
the other quarters during the three- 
year period are stated in the form of 
index numbers.' 


Votume or TRADE 


SEASONAL VARIATIONS 


Because of the few commodities that 
make up the bulk of Japanese import 


1 The values as returned in the official statistics 
have been used and also the computed value on 
the basis of 1913 prices. In some cases it was 
necessary to interpolate the average prices to be 
used for the conversion. For 1918 no direct 
determination of the relative price was made for 
portions of the year and for the later years, in the 
case of imports, the direct determination was 
made by half-year periods. For purposes of 
comparison the trade movement in the United 
States is given, but only on the basis of declared 
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Taste II. Foreren Trapve or JAPAN AND oF THE Untrep Srartes SINCE THE ARMIS- 
TICE, ON Basis or Juty—SepreMBeEr, 1918 TrRape 


July-September, 1918 = 100 


Imports Exports 
1918 1919 1920 1918 1919 1920 
Japan, values as returned: 
101.3 124.1 208 .5 $1.2 77.5 111.5 
116.3 147.7 210.6 102.5 92.2 121.7 
100 138.9 103.1 100 112.7 99.0 
114.5 152.3 79.0 118.7 148.0 63.1 
102.8 121.8 177.1 86.2 73.5 60.8 
117.3 143.6 174.9 105.4 81.5 75.8 
100 129.6 84.4 100 83.8 73.8 
4th quarter.............. 113.4 134.1 64.8 115.0 92.7 54.8 
United States, values as re- 
turned: 
88.0 92.1 188.5 90.8 114.3 138.1 
. 110.9 115.2 190.5 96.9 141.9 130 
Sa 100 139.8 181.9 100 114.3 115.8 
91.2 155.5 118.5 100.4 129.6 135.6 


and export trade, seasonal variations 
are very important. Exports come 
mainly in the second half year, the 
figure for the fourth quarter being con- 
siderably higher than for any of the 
others. In 1913, 22 per cent of the 
exports came in the first quarter, 23 
per cent in the second, 26 per cent in 
the third and 29 per cent in the fourth. 
About the same ratio held good in the 
three preceding years. On the import 
side, the heaviest movement comes in 
the first half of the year. In 1913, 22 
per cent of the imports came in the 
third quarter, 23 per cent in the 
fourth quarter, 26 per cent in the first 
quarter and 29 per cent in the second 
quarter. 

The fact that the heaviest imports 
come when the exports are lightest, 
and the heaviest exports come when 
the imports are lightest, exaggerates 
the situation. Normally, an excess of 


imports may be expected during the 
first half of each year, and an excess of 
exports during the second half. The 
preponderance of silk in the export 
trade and of raw cotton in the import 
trade goes far to explain the time of 
heaviest shipments. If these two com- 
modities are omitted, the volume of 
trade is distributed through the year 
with reasonable uniformity. 

To eliminate the factor of seasonal 
shipments, compilation has been made 
in Table III of the import and export 
figures for the period under review, 
expressed on the basis of the corre- 
sponding quarters of 1918. The effect 
is to make the fluctuations less marked, 
especially when based on the pre-war 
price level. There is a steady upward 
movement of imports from the begin- 
ning of 1918 to the beginning of 1920, 
when a sharp fall began. Exports, 
on the other hand, show in the main a 
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FOR SEASONAL VARIATIONS, 1918-1920 
Corresponding quarter of 1913 = 100 


4 


Imports Exports 
1918 1919 1920 1918 1919 

Japan, values as returned: 

205 251 421 286 272 

dees 209 265 378 $42 308 

244 339 252 292 329 

266 354 184 319 399 
Japan, at 1913 prices: 

Ee 96 114 166 161 137 

@nd quarter.............. 98 120 146 188 145 

quarter... 118 147 96 156 181 

uk 122 145 70 165 133 
United States, values as re- 

turned : 

146 153 3138 237 298 

quarter. ............. 210 218 360 275 403 

152 260 198 212 273 


continuous decline from the second 
quarter of 1918 to the end of 1920. 


IMPORTANCE OF STAPLES 


Roughly speaking, three commod- 
ities make up one-half of the import 
trade, and four commodities one-half 
of the export trade. The relative 
importance of these big staples has 


themselves there has been considerable 
change. The effect of the war was to 
increase materially the importation of 
iron and steel, which in 1918 consti- 
tuted 17 per cent of the total as com- 
pared with 7 per cent in 1913. But in 
1920 its share fell to 11 per cent. The 
slight relative decrease in the propor- 
_ tion of raw cotton and machinery 
_ during the war has been made up since 

the Armistice. 

On the export side a relative increase 
in the amount of silk fabrics as com- 


_ remained fairly constant, but among 


pared with raw silk, and of cotton 
fabrics as compared with cotton yarn, 
is conspicuous. This tendency has 
continued since the Armistice. Before 
the war habutae represented well over 
90 per cent of all the silk fabrics ex- 
ported. Recently, there has been a 
big gain in the export of crape which, in 
1918, reached a value more than one- 
fourth as high as the value of the 
habutae exported. 

There are many minor articles in 
the export trade of considerable impor- 
tance. These reflect the recent trade 
changes more clearly than the big 
staples. During the war a big export 
trade was built up in beans, paper and 
woolens, which rapidly declined after 
the Armistice. Other articles, already 
important, gained largely during the 
war. Among these, pottery and toys 
are prominent because so far they have 
maintained their increase. The same 
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is true e of glass, but to a less degree. 
Coal, knit goods, matches and hat 
braids show a big increase in value, 
but there was no corresponding in- 
crease in quantity. Camphor, a nat- 
ural monopoly of Japan, has shown a 
material increase in value in the face of 
a large decrease in quantity. With 
the greater scarcity, prices have been 
raised more than proportionately. 
Shell buttons are still exported to 
twice the quantity and three times the 
value recorded in 1913, but the quan- 
tity is 40 per cent less than in 1918, 
although the value is larger. In 
several of these lines the gain was made 
while central Europe, formerly the 
chief exporter, was closed to commerce. 

Before the war, copper was regularly 
exported in considerable amounts from 
Japan. During the war, the exports 
increased in value but not in quantity. 
Increased costs of production have 
changed Japan, in 1920, from an ex- 
_ porting to an importing country. The 
_ imports were twice as large as the 
exports. 
Direction or TRADE 

Raw silk and silk fabrics exported 
from Japan go mainly to the United 
_ States and are exchanged for raw cot- 
_ ton, semi-manufactured iron and steel, 
and machinery. During the war the 
proportion of silk and silk goods taken 
by the United States increased mate- 
rially, while on the import side a larger 
share of the raw cotton was imported 
from the United States, and the bulk 
of the iron and steel, and machinery. 
Since the Armistice, imports from the 
_ United States have continued to in- 

crease, notwithstanding the orders 
in Europe. 

The exports to Asia consist in large 
part of cotton yarn and cotton fabrics. 
The sales to India that became im- 
portant during the war fell off largely 


in 1919, but revived in 1920. China, 
however, remains the principal market 
for cotton yarn and fabrics. The 
decline in the purchases there has had 
a serious effect on the spinning and 
weaving industries of Japan, and 
through them on the general industrial 
situation. 

It is not certain how large a part the 
boycott in China has actually played. 
According to the Japanese returns the 
exports of cotton yarn to China had 
approximately the same value during 
the three years, but a much smaller 
quantity in 1919 and 1920. The value 
of cotton fabrics shows a marked 
increase in 1919 and 1920 (especially 
in the first half), but the quantity 
shows little change. The decline in 
the quantity of cotton yarn exported 
to China, and the absence of any 
material increase in the quantity of 
cloth may or may not be due to the 
boycott. The natural effect of the 
boycott, more or less local perhaps, was 
to restrain importers from placing new 
contracts in Japan. If it did not pre- 
vent the importation of Japanese 
goods, it may well have been instru- 
mental in preventing further expan- 
sion of the trade. 

The fall in the price of silver during 
1920 has probably been at least equally 
effective in limiting the purchases of 
Japanese goods in China. The value 
of the Chinese (Yuan) dollar was fixed 
by the Director of the Mint at $1.02 on 
April 1, 1920, and at 59 cents on Jan- 
uary 1, 1921. Since these values are 
based on quotations covering the pre- 
ceding quarter, the purchasing power 
of Chinese money, when measured in 
gold, fell more than 40 per cent during 
the last nine months of 1920. Sucha 
decline must unquestionably have 
lessened the demand for cotton cloth 
and other goods imported from a gold 
standard country like Japan. 
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PREPONDERANCE or Imports 


Perhaps the most conspicuous change 
in Japanese trade since the Armistice is 
the shift in the relative importance of 
exports and imports. During the 
war exports were dominant; since the 
war, imports. The big export figures 
were piled up while there was an 
insatiable demand in foreign markets. 
When it was seen that prices, except 
for a few competitive goods, did not 
drop immediately upon the end of 
hostilities, an after-the-war boom de- 
veloped that carried the values, but 
not the quantities, far above previous 
records. The upward tendency lasted 
only through 1919. Its basis was 
inflated values; it needed an insistent 
foreign demand. With the diminished 
purchasing power of the United States 
and the fall in the value of silver in 
China, the demand for silk and for 
cotton manufactures, the two great 
export staples, fell off disastrously. 
Contracts that had been placed for 
future deliveries well up to the pro- 
ductive capacity of the country for 
months to come, could not be carried 
out by the buyers without forcing 
many into bankruptcy, and to avoid 
this had to be cancelled on easy 
terms. 

Much more marked was the steady 
rise of imports that began even before 
the Armistice and continued through 
1919 and the first quarter of 1920—and 
the returned value was even higher 
for the second quarter, but not the 
value adjusted to pre-war prices nor 
the value adjusted for seasonal varia- 
tions. The declared value of imports 
was then more than twice as high as 
two years before. 

The difficulty of obtaining adequate 
supplies of foreign goods during the 
war left Japan greatly under-stocked. 
When the Armistice was signed orders 
were placed at once for prompt deliv- 
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ery. Early shipments so 
much profit to the importers that _ 
further orders were placed, in many 
cases without adequate considera- — 
tion of the real extent of the home — 
demand. 

The orders proved excessive. With 
the collapse of the boom, imported 
goods could not be resold except at a 
loss. Goods stored in customs ware- 
houses, representing only a part of the 
imports that could not be digested, 
showed on December 31, 1919, a 
value twice as high as one year before, 
while on June 30, 1920, the value was 
two and one-half times, and on 
September 30, over three times, as 
high. Undigested imports, estimated 
at enough for a full year’s supply in 
many lines, effectively prevented the 
placing of new orders. 

Japan is closely affected by world 
conditions and world tendencies. The 
changes in the amount of its import 
and export trade paralleled those in the 
trade of the United States during the 
war and less closely after the war. 
The parallel appears most clearly when 
the comparison is based on the value 
for the corresponding quarter of 1913. 
But in Japan, perhaps because of the 
greater preponderance of a few staples, 
the fluctuations, both upwards and 
downwards, have been more extreme. 
The peak for imports was reached 
first in Japan; for exports, first in the 
United States. 


CONCLUSION 


To sum up, the post-war trade of 
Japan has been characterized by (1) 
extreme variations in the level of 
prices, (2) extreme fluctuations in the 
volume and still more in the value of 
imports and exports, (3) a preponder- 
ance of imports over exports, especially 
marked in 1920, and (4) a severe trade 
depression, due largely to the collapse 
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n _ of the foreign demand for the great 
export staples. 
Just as the Japanese exporters 
profited to a peculiar degree from the 
advancing prices of 1919, they have 
4 suffered to a peculiar degree from the 
1920 decline. The large part that silk 
by and cotton and their manufactures 
a play in Japanese exports has exag- 
gerated the injurious effects of the fall 
i _ in price. There has been a sharp loss 
in value, unlooked for and not pro- 
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vided for, with a greatly lessened de- 
mand for silk and silk goods in the 
United States and Europe and for 
cotton goods in Asia. Foreign trade 
is to an unusual degree fundamen- 
tal in Japan and affects vitally the 
whole economic. life of the nation. 
To a recovery, industrial or com- 
mercial, from the present depression, 
the revival of a strong and stable 
foreign demand for Japanese goods i 
essential. 
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4 
United States as a Creditor Nation and the 


Development of the Export Trade 


bd 
By E. L. Bocarr, Px.D. 


University of Illinois 


N discussing the subject noted in the 
title, it will be worth while to de- 
vote a little space to establishing the 
fact that the United States is a credi- 
tor nation, and to what extent it is such. 
Just a decade ago a careful study of 
the extent of foreign investments in the 
United States was made for the Na- 
tional Monetary Commission.'! Ac- 
cording to this estimate Great Britain 
had invested in American securities 
about $3,500,000,000; German invest- 
ments amounted to about $1,000,000,- 
000; those of Holland were placed at 


ARE 


ments abroad, required the remittance 


annually by this country of between 
$175,000,000 and $225,000,000. Other 


expenditures, such as expenditures of => 


American tourists abroad, remittances 
by immigrants, freights, insurance and 
similar smaller items, brought the total 
annual net payments due other coun- 
tries up to about $500,000,000. 

These charges were met in general 
by the excess of our merchandise ex- 
ports over our imports. For the five 
fiscal years, 1910 to 1914, the merchan- 
dise exports and imports were as follows: 


MERCHANDISE Exports AND Imports, 1910-1914 
In Millions 


1910 


1911 1914 


$1,744.9 


Total Imports 1,556.9 


$2,049 .3 
1,527 .2 


$2,204 .3 
1,653 .2 


$2,465 .8 
1,813.0 


$2,364 .5 
1,893.9 


Excess of Exports $188 .0 


$522.1 


$551.1 


$652.8 


$470.6 


$750,000,000 and of French capital at 
nearly $500,000,000. In the aggre- 
gate the amount of European capital— 
and that means of all foreign capital— 
invested in permanent securities in the 
United States was stated to be approxi- 
mately $6,000,000,000. The net pay- 
ments of interest on this capital, after 
deducting the amounts owed citizens 
of the United States for their invest- 


* George Paish, “The Trade Balance of the 
United States,” in Report of the National Mone- 
tary Commission, XX, p.169, 


As the average for these five years 
is $476,900,000 it is evident that the 
excess of exports over imports merely 
sufficed to meet the current fixed 
charges against this country for inter- 
est and services, and was not applied 
to the liquidation of our foreign indebt- 
edness. We may therefore conclude 
that this remained in 1914 practically 
at the same point where it had stood 
in 1910. 

With the outbreak of the World 
War the demands of Europe upon the 
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United States for munitions and sup- 
plies of every kind grew enormously, 
while at the same time the shipments 
of goods to pay for these supplies fell 
off from the pre-war level. The fol- 
lowing table shows the trade with 
Europe during the three fiscal years, 
1915 to 1917: 
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advances and credits to the amount 
of $3,500,000,000 have accumulated 
against Europe in the period between 
January 1, 1919, and September 15, 
1920. If to these items there be added 
other loans and investments in Central 
and South America, in Canada and in 
Mexico, and in other regions, it is cer- 


Mercuanpise Exports To AND Imports rrom Europe 1915-1917 


In Millions 
1915 1916 1917 
$1,944.83 | $2,972.38 | $4,324.5 
Excess of Exports... $1,880.0 | $2,356.1 | $3,714.0 


The excess of expofts over imports 
for these three years thus amounted to 
about $7,400,000,000. If there be set 
against this sum the gold imports and 
an allowance for the usual charges 
against the United States for interest, 
freight, insurance, foreign travel, etc., 
which together might be estimated in 
the aggregate at about $2,000,000,000 
for the three-year period, it will be 
seen that at the time of our entrance 
into the war the United States had 
nearly, if not quite, liquidated her 
foreign indebtedness and by the end 
of the year 1917 had certainly attained 
the position of a creditor nation. 

After our entrance into the war the 
United States government became the 
banker of the Allies and advanced 
them credits to the amount of $9,710,- 
000,000. When these advances ceased, 
private capital was called upon to 
make further loans to Europe to aid in 
the work of reconstruction. It has re- 
cently been estimated' that private 


1B. M. Anderson, Jr., in The Chase Economic 
Bulletin, I, No. 1, p. 8. Issued by the Chase 
National Bank, New York City, October, 1920. 


tainly no exaggeration to claim that 
the United States is today a creditor 
nation to an extent of not less than 
$10,000,000,000 to $12,000,000,000. 
The annual interest charge on this sum 
at 5 per cent would be $500,000,000 
to $600,000,000. Moreover, many of 
the items for which we formerly re- 
mitted to Europe, as freights or insur- 
ance, are probably now payable to the 
United States, while others, like tour- 
ists’ expenditures, are greatly reduced; 
it may safely be estimated that the 
former payments to Europe will be cut 
in half. Instead, therefore, of having 
to remit to Europe some $500,000,000 
a year in excess of our imports, we 
shall be in receipt of excess payments 
from the rest of the world of not less 
than $250,000,000 to $350,000,000. 


Errects or BernGc A CREDITOR 
NATION 


To be a creditor nation means the 
receipt by citizens of this country of 
surplus income from sources outside 
the country itself; it means normally 
larger imports than exports. As @ 
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debtor nation we were compelled to 
export more than we imported; as a 
creditor nation we may import more 
than we export. What effect will this 
changed situation probably have upon 
our export trade? 

In the first place, little or no effect 
may be observable for a period owing 
to extraordinary or temporary occur- 
rences. Thus the present abnormal 
situation in Europe compels further 
borrowing by them from this country 
instead of meeting the obligations 
already incurred. Even the payment 
of interest on our government ad- 
vances has been deferred for a period 
of three years. It is unlikely that 
Europe’s balance of trade with the 
United States will become favorable 
in any shorter length of time. It is 
conceivable, but altogether unlikely 
and undesirable, that these debts 
might be met by further shipments of 
gold to this country. They might also 
be canceled by the transfer of American 
securities to this country, but this 
movement has already gone so far that 
this resource is pretty well exhausted. 

The full effects of our changed situa- 
tion may also be delayed by the invest- 
ment abroad of the excess payments 
due us. In other words, our trade 
balance may continue to show an 
excess of exports over imports and we 
may be content to accept securities 
and promises to pay rather than com- 
modities and services. Finally, our 
tariff policy may make it so difficult 
for foreign nations to sell to us, or 
even to pay us what they owe, as 
to retard the normal working out 
of our changed commercial relations. 
Any such delay will only defer and 
not alter the outcome; indeed, it will 
only aggravate it and will necessi- 
tate still larger excess payments to us 
in the future. The effects of being 
a creditor nation may be postponed 
but can not indefinitely be averted. 
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Let as assume, therefore, that the 
ultimate and permanent effects of — 
being a creditor nation are in full _ 
operation and that our imports exceed _ 
our exports; or, as it is generally 
stated, that our balance of trade is 
What effect will this 
probably have upon our export trade? 
Several possibilities suggestthemselves. 

1. The relation between imports _ 
and exports may be altered, but yetno __ 


“unfavorable.” 


falling off may occur in our exports. 


Both may continue to grow, though Ma . 


imports may grow more rapidly until 


they overtake and pass exports. This 
has been true of other nations and | 
may well be true of the United States. 
Thus the export trade of such creditor 


nations as Great Britain, France, the 


Netherlands, Germany and Belgium Sa 


showed a steady and in some instances 


a remarkable growth during the half 
century before the World War. In 
1800, the imports of Great Britain 
amounted to $140,000,000 and the 


exports to $165,000,000. Both of 
these grew steadily throughout the 
nineteenth century, although the 
former grew so much more rapidly 
that in 1900 the imports were $2,300,- 
000,000 and the exports $1,415,000,000. 
The large excess of imports over ex- 
ports in the last named year resulted 
in part from the earnings of British 
foreign investments, which amounted 
in 1914 to about $20,000,000,000. It 
is estimated that before the outbreak 
of the World War the British people 
gained from such investments about 
$1,000,000,000 annually, of which per- 
haps $200,000,000 was received by 
them in the form of surplus income, 
while the balance, or $800,000,000, 
was reinvested abroad.’ -It may 
safely be assumed that a similar course 


1 For fuller details on this and some other 
topics treated briefly in this paper, see my book, 
now in press, War Costs and Their Financing, to 
be published by D. Appleton and Company. 
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of development in the United States 
will cause a steady growth in exports, 
but a still more rapid increase in 
imports. 

2. Our exports may be affected by 
the character of the imports. Pro- 
ceeding on the assumption that our 
imports. will exceed our exports and 
that the balance will not be paid in 
gold, it is clear that the excess must be 
paid in commodities. These com- 
modities may be either consumable 
commodities or raw materials and 
partly manufactured goods. It is 
probable that the debtor nations of 
Europe will endeavor to cancel part 
of their obligations to us by ship- 
ments of colonial products, as jute 
and tea fron India, tin and rubber 
from the Straits Settlements, coffee 
from Java, wool from Australia, etc. 
Considerable time must elapse before 
Europe will be able to send us large 
amounts of manufactured goods to 
compete with our domestic products. 
In so far as these imports consist of 
foodstuffs, semi-luxuries and other 


consumption goods, there would result 


a more plentiful supply, cheaper prices 
for them and for all competing articles 
or substitutes, and to that extent a 
higher standard of living. 

It is, of course, conceivable that the 


receipt of such a surplus might induce 


a certain amount of indolence; we 
might prefer to live on our incomes 
and enjoy more leisure instead of 
working. But such a result is alto- 
gether improbable under the existing 
distribution of wealth, the modern 
organization of industry, the prevailing 
“price and profit” system of enter- 
prise, and the present habits of thrift 
and work of the American people. 

_ The larger part of the imports would 
_ doubtless continue to be, as they have 
_ been in the past, raw materials and 


partly manufactured goods, whose 


possession would permit our manu- 
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facturers to increase their own pro- 
duction of finished goods. Domestic 
competition would be stimulated and 
sharpened and a larger market would 
be sought. This larger market might 
be found at home if at the same time 
the importation of competing Euro- 
pean goods fell off. Such a contin- 
gency could not be more than tem- 
porary, however, for eventually direct 
importation from Europe must assume 
large proportions and their manu- 
factured articles compete with our 
own in the United States. To the 
extent to which this pressure becomes 
severe will the need be urgent of find- 
ing a market outside of the United 
States for some, at least, of our own 
manufactures if prices are to be main- 
tained. 

8. Will markets be open to our ex- 
port trade? Our recent experiences in 
domestic trade have illustrated the 
fundamental truth that the purchaser, 
in the final analysis, determines the 
volume and character of commerce. 
The same thing is true of international 
trade. The question may therefore 
be stated in another way: Does the 
world want our wares? There can be 
no doubt as to the immediate answer, 
for the world needs what we have to 
offer and is taking all we can spare. 
Europe is buying for her own needs, 
and is less able than formerly to supply 
the wants of non-European nations, 
which therefore turn to us. 

It has been estimated that the Brit- 
ish have lost probably one-fourth of 
the $20,000,000,000 foreign invest- 
ments, which they owned before the 
war, either by transfer to the United 
States or in other ways. Of the for- 
eign investments of the French, 
amounting to some $8,500,000,000 and 
placed principally in Russia, Turkey, 
Rumania and Mexico, fully one-half 
must be accounted as irretrievably lost; 
while the German foreign investments 
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of perhaps $5,000,000,000 have been 
or will be largely transferred to the 
Entente Allies. Rendered immeas- 
urably poorer by the war, these peoples 
will have to work harder to supply 
their own wants. At the same time, 
they have plunged heavily in debt to 
the United States, and will be com- 
pelled to send to this country many of 
the surplus goods with which they 
formerly supplied other markets. This 
will leave these markets open in greater 
measure than formerly to us. This is 
especially true during the period of 
reconstruction in Europe when domes- 
tic needs are urgent. It thus becomes 
our duty as well as our opportunity to 
increase our exports. 

But what of the future when Europe 
has recovered from the destruction of 
war and is able to compete again as 
formerly? The European nations will 
continue to demand our great agri- 
cultural staples, and the more they 
develop their manufacturing industries 
the greater will this demand be, both 
for raw materials and for foodstuffs. 
The growth in population, in economic 
development and in intelligence of 
non-European countries will at the 
same time create demands for manu- 
factured goods which Europe alone 
will not be able to supply. If the 
economic development of the newer 
countries is not to be delayed, they 
must be supplied with capital goods; 
that is, with railway equipment, farm 
machinery, etc., as well as with articles 
for immediate consumption. 

The present interest of the European 
states seems to lie in the exploitation 
of the Balkans; an increasing demand 
for our capital will come, therefore, 
from North, Central and South Amer- 
ica, and from Asia. There can be no 
question as to the continuance and 
growth of this demand; every technical 
improvement in industrially advanced 
countries widens the gulf between them 
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and the less advanced countries and 
makes more imperative the introduc- 


tion of improvements into the latter if 
they are to share adequately in the _ 


economic progress of the world. 


4. The character and destination of _ 


our exports have already been indi- 


cated. The greatest need on the part _ : 


of other countries will be for capital 


goods to assist them in their work of — as 


production. In the case of Europe the 
demand is for machinery and equip- 


ment and raw materials; in the newer _ 


countries it is for capital to assist in 
the exploitation of rich natural re- 


sources. For them the largest profits 
lie in the exploitative industries, and _ 


the exchange of their raw products 


for the manufactures of more advanced | 
communities. They will, therefore, _ 
demand finished consumption goods es 


also for immediate use. In both of 


these lines—that of farm and mining © 


machinery, railway equipment, etc., 
and that of staple articles of general 


consumption—the United States is 


preéminent with her methods of large- 
scale mass production. The best mar- 
kets for both of these lines will be the 
Americas, Asia and Africa, with all of 
which our export trade has shown the 
greatest relative development since 
the pre-war period. There is every 
reason to suppose, therefore, that our 
export trade will continue to develop 
along the lines already marked out. 

5. Is export trade essential to Amer- 
ican prosperity? In the discussion 
thus far, the continuance of an export 
trade in increasing volume to supply 
the expanding needs of the world has 
been assumed. There are those, how- 
ever, who argue that Great Britain, 
France, Germany and other European 
nations will soon regain their former 
trade, will undersell the United States 
in foreign markets as a result of their 
more favorable rates of exchange, and 


that the export trade of the United 
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States will soon fall off. It will be 
worth while to examine this aspect of 
the case. Let us therefore assume that 
- imports increase and that exports 
_ decrease and that the balance of trade 
becomes permanently “unfavorable.” 
Does this spell ruin to American indus- 
try? 
In answering this question it must be 
=a borne in mind that the growth in 
imports is, in part at least, the reward 
for past frugality and investment. 
_ The situation is in effect that of an 
_ individual who has saved and invested 
and enjoys income from productive 
_ investments in addition to earnings 
from current business. Such addi- 
tions to income raises the general 
standard of living. 

On the other hand, smaller exports 
do not necessarily mean the shutting 
down of factories, closing of mills and 
throwing men out of work. Compared 
with domestic trade, our foreign com- 
merce does not after all bulk very large 
—it is perhaps one-thirtieth as great. 
The falling off of exports would sim- 
ply mean the diversion to domestic 

production of the labor and capital 
aon formerly devoted to satisfying the 
needs of foreigners. Indeed, the argu- 
- ment is being made that we need to 
devote all our productive capacity to 
the satisfaction of domestic demands, 
_ and that in the case of manufactured 
articles at least there will be no surplus 


to spare for many years. 
. 
INVESTMENTS 


Our foreign investments during the 
war represent to a considerable extent 
- the diversion of capital which would 
- normally have been invested at home 
and to that extent would have de- 
creased domestic production. Our rail- 
- roads and industrial establishments are 
jess well equipped today because we 
_ devoted ourselves to the manufacture 
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of munitions and supplies for the Euro- 


pean belligerents. Our foreign invest- 
ments, therefore, do not wholly repre- 
sent net savings, but rather production 
for the needs of others at the expense of 
domestic consumption and also of the 
upkeep and expansion of our national 
industrial plant. It is necessary now 
to repair these deficiencies, and to 
devote our energies to domestic needs 
rather than to foreign demands. From 
this standpoint the falling off of exports 
may be regarded with satisfaction. 

That there are plentiful and profit- 
able opportunities for investment in 
the United States scarcely needs 
demonstration. The West has been 
for us a vast colonial empire into which 
billions have been poured and which 
still calls for further development. 
And now the South, tardily entering 
upon a promising industrial evolution, 
affords further opportunity. To bind 
together these sections and afford 
better means of transportation, vast 
sums must be spent on the railroads, 
on internal waterways and on roads; 
electrical power is needed to drive the 
machines yet to be built. There is 
scarcely a limit to our national needs. 

Such development, however, takes 
time, and quicker profits may per- 
chance be made by the export of our 
cheaply manufactured commodities to 
the teeming markets of the Orient or 
to South America, where they can be 
exchanged for the products of those 
countries. Much of our foreign trade 
is of this character and its diversion to 
the satisfaction of domestic needs 
might entail a loss. Whether our 
productive energies will be devoted to 
the satisfaction of domestic or foreign 
demand will after all be determined by 
the comparative profitableness of the 
two, all things considered. 

Against the growth of exports are 
working such factors as ignorance, 
unwillingness to venture upon the 
unknown, the extent of domestic & 
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mand, the political and financial insta- 
bility of foreign governments and 
unfavorable conditions of exchange. 
In favor of the export trade there 
should be considered, not merely the 
percentage of gain per unit of goods 
exported, but also the economies from 


HE tariff policy of the United 
States since our Civil War has 
been dominated by the purpose to 
protect and encourage the development 
of new industries. During most of the 
time, the political party which avow- 
edly favored this policy has been in 
power at Washington, and during the 
short periods that the opposition was in 
power it could not undertake to make 
very radical changes. Even if one ac- 
cepts the doctrines of free trade as 
theoretically sound he is forced to ad- 
mit that a people who possess a country 
of vast natural resources, like the 
United States, capable of supporting a 
great population and of developing a 
variety of industries, will be inclined 
naturally to use their governmental 
powers to hasten such development. 
They are not likely to be content to 
await the slower processes of unaided 
growth. Practically all new countries 
adopt the policy of stimulating develop- 
ment, the daughter dominions of free- 
trade England as well as the others. 
That the policy of protection has 
been effective in hastening the develop- 
ment of this country, diversifying its 
industries and increasing its popula- 
tion, will be admitted by many who 
think the time has come now for giving 
greater consideration to balanced and 
mutually advantageous trade with 


other countries. od 


y 


larger production thus made possible; 
its educational value by reason of the 
greater intellectual demands it makes; 
and the development of closer inter- 
national ties. The advantages of for- 
eign trade are not measured merely 
in dollars and cents. 
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By Grorce E. Roserts 
Vice-President, The National City Bank of New York Hit) 


The main purpose of the protective 
policy in the past has been to get our 
domestic industries into a more bal- 
anced state, with factories to supply 
our own wants and to employ a popula- 
tion which would create a home market 
for our agricultural products. The 
policy of protection was not pursued to 
promote foreign trade. We have not 
been acting with a view to developing 
foreign markets. We have not been 
thinking about foreign markets, or 
planning to enter them with manu- 
factured goods. In fact, the argument 
for protection has been based upon the 
theory that we could not compete suc- 
cessfully with foreign goods in open 
markets. 

In recent years, however, our atti- 
tude in this respect has been changing. 
In many lines of goods our producers 
have demonstrated their ability to 
compete in the markets of the world 
and to maintain a profitable and grow- 
ing volume of sales. What they have 
done, there is reason to believe that 
others can do, if they have a fair chance, 
and the interests of those who are build- 
ing up an export business are beginning 
to clash with the interests of those who 
claim that they must have protection 
to enable them to succeed even in the 
home market. I propose to set forth 
briefly some of the points where these _ 
interests come in conflict. 
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Let us consider first the matter of 
exchange rates, just now so obvious and 
important a factor in foreign trade. In 
the past we have been a debtor nation, 
borrowing capital continually from the 
older and richer countries of Europe for 
use in our development. ‘This capital 
came to us largely in the form of in- 
dustrial equipment and manufactured 
goods, and upon it we had to pay regu- 
lar interest or dividend returns. These 
payments were made by shipments of 
our products, largely foodstuffs and raw 
materials for the European industries, 
and upon the whole it is estimated to 
have taken products worth about $500,- 
000,000 annually to cover what have 
been called the “invisible” items in the 
account against us. That is to say, we 
had to have a balance of trade in our 
favor on merchandise account of about 
$500,000,000 in order to cancel all 
charges against us. If the balance in a 
given year happened to be more than 
that, we could buy back some of our 
securities with the surplus, and if it 
happened to be less than that, we could 
sell some of these securities on the 
other side. Now the war has made a 
radical change in this situation. It 

seems quite possible that instead of 
there being a net balance against us on 
the “invisible” account in international 
relations, we may have a balance in our 
favor of $500,000,000 per year. 

How are foreign countries to pay us 


500,000,000 per year, not to speak of 


paying the principal of the indebted- 
ness? There is only one way of making 
a final settlement, and that is by goods. 
It is true that payment may be post- 
poned by giving us obligations payable 
in the future, or transferring interests 
in properties in Europe or in other 
parts of the world. The administra- 
tion of President Wilson is understood 
to have been favorably disposed to- 


ward funding the accruing interest 
upon the foreign obligations for several 
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years. This, however, is simply piling 
up the amount coming to us, and it 
will have to continue piling up until 
we receive payment in tangible prop- 
erty of some kind. 

While under pre-war conditions we 
were obliged to have a favorable trade 
balance of about $500,000,000 per year 
in order to meet our obligations abroad, 
hereafter foreign countries will need to 
have about such a balance in their deal- 
ings with us, in order to meet their 
obligations. 

The ordinary method of making 
payments between countries is by go- 
ing into the exchange market and buy- 
ing bills of exchange arising out of cur- 
rent trade. When goods are sold a 
draft or bill of exchange is drawn 
against them and this is commonly sold 
in the public market, and purchased by 
parties who have payments to make in 
that country. This is all very simple 
so long as international trade is ap- 
proximately in balance, but when the 
payments are running heavily one way 
it becomes difficult to obtain bills suf- 
ficient to meet them, and rates of ex- 
change upon the country where the 
heavy payments must be made rise toa 
premium. This situation is so abun- 
dantly illustrated in the exchange 
market at the present time that it is 
scarcely necessary to elaborate upon it. 
There is not a single country in the 
world whose inhabitants can obtain the 
means of making payments in the 
United States without paying a pre- 
mium, and the premiums range from 
ten to several hundred per cent. 

It is true that to some extent these 
premiums represent a depreciation of 
the currency of the foreign countries, 
but it is also the inevitable result of a 
one-sided state of trade, and the situa- 
tion shows the futility of striving to 
build up a one-sided trade. ‘There is 
no object in trying to sell goods to 
customers who can not pay for them. 
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We do not want pay in the paper 
money of other countries—they can not 
pay in gold, and paper promises signify 
nothing but postponement, with in- 
terest charges which must be added to 
the uncollectible principal. A one- 
sided trade can not continue indefini- 
tely, even if the debtor country is will- 
ing to pay the premium upon exchange, 
for somebody must buy the exchange 
and it can not be sold unless there is a 
prospect that it can be collected at 
some definite date in the future. 

As this situation dawns upon the 
comprehension of our people who have 
been accustomed to thinking that we 
must have a favorable balance of trade 
in order to have prosperity, their 
perplexity and distress is apparent. 
Some of them do not hesitate to declare 
themselves in favor of canceling all of 
Europe’s foreign debt to the United 
States rather than accepting payment 
in goods. But even that will not dis- 
pose of the goods. If we refuse to ac- 
cept them, they will be sold in the 
markets of the world, and will interfere 
with the exportation of goods from 
the United States, and thus may affect 
the prices of goods in the United States. 

If we expect to have any commercial 
relations with the world whatever, we 
must consent to reciprocal relations. 
If we have any interest in procuring 
foreign customers, we must give some 
thought to the means by which they 
will be able to make payment, and 
there is no way in which they can make 
payment save in the goods of their own 
production. In other words, it is idle 
for us to talk of developing foreign 
trade if we mean only the development 
of export business. Trade consists of 
exchange of products. 

It follows, therefore, that if we wish 
to allow our producers who are able 
and desirous of competing in foreign 
markets to do so, we must allow goods 
of foreign production to be sold in our 
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markets to balance those exports. We _ 
will put an unbearable handicap upon © 
our exporters by restricting imports to 
an extent which will cause foreign ex- 
change charges to rise against them. = 

Of course, thatisnot the only handi- 
cap which a protective tariff places 
upon our producers who desire to sellin | 
foreign markets. Ifadutyisimposed 
upon raw materials, as for instance, 
wool and hides, the effect istoraisethe 
cost of finished goods, thus placing our] 
producers of cloth and shoes at a dis- 
advantage as compared with the 
producers of other countries, who do — 
not have such duties to pay. More- 
over, any import charges which in- __ 
crease the cost of living to wage-earners 
and require compensating additions to 
wages, have the same effect. Duties _ 
upon wool and hides have this effect. _ 
The duties upon food products have 
been of small consequence in the past, __ 
because we have been exporters of such 
products and prices upon them in this __ 
country have not been above prices in 
other countries, but that is not wholly 
true now. 

Import duties are being strongly _ 
urged at this time for the purpose of 
raising the prices of foodstuffs in this _ 
country, although this means raising — 
the entire level of industrial costs, and 
must seriously affect our ability to — 
manufacture for export. This is ad- _ 
vocated in the face of the fact that the __ 
average value of allthefarminglandin __ 
the United States more than doubled 
in the ten years from 1900 to 1910, and 
doubled again from 1910 to 1920. Is __ 
it possible that such a policy, which _ 
prevents the natural development of _ 
foreign trade, can benefit the country? = 

The people who advocate prohibitory 
tariffs are actuated by a mistaken idea sts 
that without such protection foreign 
countries will flood us with goods and. — 
ruin our industries. This is an illu- 
sion, for other countries can no more _ 
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sell to us without taking products in 
exchange than we can sell to them with- 
out so doing. The rule of goods for 
goods is binding on all countries. Ifa 
great trade balance should develop 
against us, as feared, exchange rates 
would turn about and set up a barrier 
against imports more flexible and ef- 
fective than any that can be estab- 
lished by law. 

No country desires to give its prod- 
ucts away. They all want to sell for 
purpose of acquiring something else. 

The greatest exporting countries, excep- 
ting those that are debtor countries and 
- obliged to apply a portion of their ex- 
; ports upon their obligations, usually 
import more goods than they export. 
Great Britain before the war was the 
ss greatest of exporting countries, and 
imported more than she exported. In 
the five years immediately preceding 
_ war, Germany’s imports exceeded 
her exports. 
No country produces more upon the 
average than it consumes or adds to its 
stock of wealth, nor is there any danger 
that any country will do so. Nations 
do not consume all that they produce, 
or produce all that they consume. They 
find it advantageous to exchange some 
of their products for the products of 
other countries. It is mutually ad- 
- vantageous to do so but each country 
- consumes practically the equivalent of 
its own production. Nothing is to be 
wr by arbitrary interference with 
the desires of the individuals to make 
these exchanges, nor is it possible to 
interfere with the movement of goods 
in either direction without having that 
action interfere with the movement in 
the other direction. 
ae People talk in a timid way about the 
7 possibility of a flood of goods from 
-_ eountries like Japan and China, where 
the wage rate is much below that in the 
__ United States, but those countries have 
Be no facilities for making an overwhelm- 


be. ing amount of goods, and if a could 
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make them they would either consume 
them or trade them for an equal 
amount of goods of our production. 
There would be enormous markets for 
our goods in Japan and China if they 
could produce something with which to 
pay for them. 

People get unduly excited by fixing 
their attention upon one fact only in a 
situation, without taking account of 
modifying conditions. They lose the 
proportions. Thus, the receipts of 
butter at five important markets, 
Boston, Chicago, Milwaukee, St. Louis 
and San Francisco, as given by the Year 
Book of the Department of Agriculture, 
in 1916, aggregated 490,000,000 pounds, 
which gives only a suggestion as to the 
total production of the country. In 
eleven months of 1920, ending with 
November, the imports of butter were 
33,418,000 pounds and the exports, 16,- 
983,101 pounds; and the butter indus- 
try is thought by some people to be 
menaced by these importations, al- 
though in the aggregate of all trade, 
every one of the countries exporting 
butter to us, imported much more 
than it exported to us. For instance, 
one of these countries was Canada, 
whose total imports of all commodities 
from us in the eleven months named 
aggregated in value $910,122,277, with 
total exports to us of $552,244,139. 

It would be ludicrous, if it were not 
so serious, to observe the conflicting 
activities of committees of Congress, in 
laboring to promote exports, by ap- 
propriating money on a great scale for 
the maintenance of a merchant marine, 
commercial representatives over the 
world, and in numerous other ways, 
while at the same time they are going 
carefully over the list of imports with a 
view to stopping every crevice by which 
goods may creep into the country. 
Facilities by which foreign customers 
may make payments to us are more im- 
portant than any additional facilities 
for i manning sales. 
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x traditional attitude of the 

United States toward a protect- 
ive tariff may be said, with as much 
accuracy as commonly attaches to such 
generalizations, to have consisted in the 
belief that any American industry 
which, if subsidized through govern- 
mental action at a rate not exceeding 
or not greatly exceeding the foreign 
cost of production, has any chance of 
surviving, should be given such a 
subsidy indirectly in the shape of im- 
port duties on competing foreign prod- 
ucts. There are few American econ- 
omists who would unqualifiedly give 
their approval to this attitude even 
under conditions such as were preva- 
lent in the pre-war period. But the 
question now raised, namely, “Must 
the United States as a creditor nation 
modify its traditional attitude toward 
a protective tariff?” narrows the issue 


somewhat. Whatever the pros and - 


cons of protection may have been 
during the pre-war period, the issue 
now presented is, “Has the change in 
conditions, whereby the United States 
has ceased to be a debtor nation and 
has become a creditor nation, made it 
not only desirable but necessary that 
its traditional policy of tariff protec- 
tion be replaced by a policy of more 
or less unrestricted import trade?” 
The creditor status brings with it 
certain inevitable consequences in con- 
nection with the foreign trade: Ex- 
ports, visible and invisible, commodity 
and service, pay for imports, visible 
and invisible, commodity and service. 
In the absence of deferred payment 
or credit transactions, exports must 
equal imports. The American loans 
to Europe caused a corresponding 


excess of exports over imports, because 
the loans took the form of shipments 
of goods and the offsetting imports 
were deferred to a later period. The 
repayment by Europe of the principal 
of the American loans would in similar 
manner beeffected in goods (or services) 
and would cause an excess of imports 
into the United States over exports 
from the United States. It is not so 
much the repayment of the principal 
of the American loans as the payment 
of interest on these loans which pre- 
sents the imminent problem with re- 
gard to the foreign trade of the United 
States. 

The use of American capital by 
Europe may reasonably be regarded as 
equivalent for each year of such use to 
the export from the United States of a 
capital service. The interest paid for 
the use of this service must reach the 
United States in the form of the import 
of goods or services or both. The so- 
called unfavorable balance of trade 
which is being so generally predicted 
for the period when Europe will begin 
paying interest on her debts will not, 
therefore, be an excess of total imports 
into the United States, commodity and 
service, over total American exports, 
commodity and service, but will be a 
sufficient excess of imports, commod- 
ity and service, over exports, commod- 
ity and service other than capital 
service, to pay for the export of capital 
service at the contractual rates. 

At the present time, the process of 
capital exportation, i.e., the invest- 
ment of American capital abroad, is 
stil continuing, and the American 
exports, commodity and service, are 
still in excess of the American imports, 
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If the outward flow of capital ceases 
before substantial payment of interest 
begins, there will be an equilibrium 
between imports and exports other 
than capital service, presumably with 
exports smaller than they now are 
and imports not substantially different 
from what they now are. When in- 
terest payments begin, they can be 
ultimately mediated in any of several 
different ways. Europe may meet her 
interest obligations by selling more 
goods or services to the United States, 
or by refraining from taking American 
goods or services to which she would 
otherwise be entitled; or by a combina- 
tion of these two methods, 7.¢., selling 
more to the United States and buying 
less from them. The only other possi- 
bility is that by continued extension of 
American loans abroad or by new in- 
vestments abroad the date of the pay- 
ment to the United States of interest 
shall be indefinitely postponed. This, 
however, would merely defer the prob- 
lem of adjustment of exports and im- 
ports, and would not solve it. 

The adjusting factor in any case will 
be the relative (gold) price levels of 
different countries. Europe will be 
able to meet her interest obligations to 
the United States only if European 


Tue ANNALS OF THE AMERICAN ACADEMY | 


Governmental policy can, however, 
affect the degree in which the obliga- 
tions are met by one method or the 
other. A high tariff on European prod- 
ucts, for instance,—and the present 
tariff is high if measured by non-Ameri- 
can standards—would accentuate the 
rise in American prices in relation to 
the world price level, the high tariff 
would prevent foreign commodities 
from benefiting from these high prices, 
and the high prices would cut off ex- 
ports from America. A high tariff 
policy would not only injure our ex- 
port trade, but it would also make it 
much more difficult, and perhaps even 
impossible, for Europe to meet her 
obligations in any manner. Assuming 
that a high tariff had no such extreme 
effect, and that the European obliga- 
tions were met, they could be met only 
through a substantial reduction in the 
European purchases of American prod- 
ucts. 

In so far as government policy can 
determine the choice between alterna- 
tives, it must decide either to leave the 
flow of imports substantially unchecked 
or to take action which by restricting 
imports will check the flow of exports. 
There will inevitably be a conflict of 
interest between the domestic produ- 
cers for the home market who fear un- 


prices fall relative to American prices, 


so that European exports to the United restricted foreign competition on the 


Te 


* be States are encouraged, and European one hand, and the domestic producers 
7 = imports from the United States are dis- of commodities for export on the other. 
couraged. Because a rise in prices in The United States Government has 
4 a one country relative to the world price lent to foreign governments almost 
ee _ level would tend to check exports as $10,000,000,000, and it is estimated 
well as to encourage imports, itmay that, since 1914, $3,500,000,000, more 


be expected, whatever governmental 
policy may be, that the settlement by 
Europe of her interest obligations to 
the United States will result both in 


an increase in imports to America and 


a decrease in exports from America as 
- compared with what they would have 
amounted to, respectively, if the in- 
terest obligations were not present. 


or less, of American capital has been 
privately invested in foreign countries. 
If to this amount be added the accumu- 
lation of unpaid interest, and the with- 
drawal from the United States of for- 
eign capital since 1914, it is probably a 
conservative estimate that the United 
States now has an annual credit item 
of $800,000,000 to $1,000,000,000, due 
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to it annually in interest, over and 
above the net debit or credit of interest 
transactions in 1914. Shall the United 
States’ claim to interest payments 
be liquidated in the form of increased 
imports or in the form of lessened 
exports? This is the issue stated 
baldly which requires determination. 

Europe, it is true, need not pay her 
obligations wholly in commodities. 
Every sale of a service to an American 
_serves to liquidate indebtedness to the 
United States in the same manner as 
an equivalent sale of commodities. 
But the importation of services instead 
of commodities offers no avenue of 
escape from this alternative of unre- 
stricted flow of imports or indirect re- 
striction of exports. Before the war 
Europe sold to the United States each 
year services amounting in value to very 
nearly the value of her sales of com- 
modities. There is little prospect that 
the American purchases of such services 
will be substantially greater in the next 
decade than they were in the decade 
preceding the war. In so far as the 
most important of these services, 
freights, is concerned, the United 
States is already in the position, as the 
result of the building up of a great 
merchant marine, where it sells more 
freight service than it buys. Here, 
therefore, we may expect a decrease 
in the purchases of service from Europe 
instead of an increase. 

Americans with leisure time and 
surplus income during the war period 
were perforce obliged to do their travel- 
ing on this Continent, and the habits 
then developed under stress of war 
conditions may leave as an aftermath 
a lessened tourist traffic abroad. In 
any case, little can be expected from 
this quarter in the way of an increase 
of American debit obligations over the 
annual pre-war amount sufficient to 
liquidate even a substantial fraction of 

interest obligations. 


With respect to bankers’ and insurance 
services, also, it is probable that, as a re- 
sult of wartime developments, the Amer- 
ican purchases thereof from abroad will 
be smaller instead of greater in the post- 
war period as compared to the pre-war 
period. 

The so-called non-commercial items 
such as the remittances of aliens in the 
United States to their relatives in the 
home countries may indeed expand, 
especially if economic conditions in 
Europe continue to be in their present 
parlous state. One can not find here, 
however, an offsetting debit item for 
$800,000,000 to $1,000,000,000 of an- 
nual credits. If immigration should 
be restricted, however, the capital 
which it brings with it and which 
ultimately enters in the form of imports 
of commodities will also be shut out, 
and this will make it so much the easier 
for the American industrial system to 
absorb an otherwise increased flow of 
imports. 

It has been argued that Europe need 
not meet her obligations to the United 
States directly through the shipment of 
manufactured commodities, but that 
through triangular exchange transac- 
tions European shipments of manu- 
factured products to Latin America 
and to the Orient may there establish 
credits for the United States, to be 
drawn upon for the purchase of raw 
materials. Thus American industries 
would continue to be protected against 
European competition, and, at the 
same time, Europe could meet its 
obligations to the United States. To 
some extent, at least in theory, this is 
a potential solution of the problem. 
It raises, however, its own problems 
in turn. In the first place, there is the 
question as to whether Europe can 
find a market in addition to her normal 
one in these regions sufficient to absorb 
at reasonable prices a great addition of 
commodities. In the place, 
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can the United States in turn become 
a purchaser of the restricted range of 
products of these regions in quantities 
so much greater than the normal quan- 
tities that they will suffice to liquidate 
by indirect exchange the obligations of 
Europe to this country? Third, this, 
even if feasible, would not really be a 
solution of the problem we are consid- 
ering, but would simply be a shifting of 
its incidence from domestic manufac- 
turers who fear European competition 
to domestic farmers who now have 
perhaps an even greater fear of South 
American and Asiatic competition. 

It should be clear, therefore, that, 
whether Europe makes settlement of 
her obligations directly or indirectly, 
such settlement must ultimately take 
the form of either an increase in 
American imports or a decrease in 
American exports. It is hard to re- 
frain from regarding the present prob- 
lem as merely a special case to which 
the general principles of international 
trade which form the basis of the free- 
trade argument are especially appli- 
cable. A prohibitive tariff would mean 
a high price level, high money costs of 
production, high money wages. It 
would thus place handicaps on export- 
ing industries just at the critical period 
in their development, when they are 
most in need of an open field without 
favor and without handicap, in order 
that their right to the employment of 
American capital and labor in competi- 
tion with other American industries 
and in competition with the world may 
be fairly tested. It would eliminate 
ocean freight traffic just when a na- 
tional merchant marine has been con- 
structed at tremendous cost for the 
very purpose of handling such freight 
traffic. It would offer the sorrowful 
spectacle of a government on the one 
hand liberally expending its revenue 
in export trade promotion, and on the 
other hand passing laws which would be 
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bound to have as their most conspicuous 
effect the cutting-off of export trade. 

The political background of tariff 
protection is rapidly shifting. An in- 
creasing number of manufacturing 
industries have attained the position 
where they can without subsidy meet 
foreign competition, not only in the 
domestic market, but also in foreign 
markets. To such industries prohibi- 
tive tariff duties would be a burden in- 
stead of a help. On the other hand,. 
for some of the important agricultural 
products, the situation is being reached 
where the United States is changing 
from a surplus to a deficiency country 
and where import duties would no 
longer be nominal in their effect but 
would raise the domestic price. The 
tariff histories of England, France and 
Germany all offer instances of the 
phenomenon where, as these countries 
changed from exporters of agricultural 
commodities to importers, the farmer 
class shifted from advocates of free 
trade to the chief supporters of pro- 
tectionism. That same process is visi- 
bly under way in the United States. 
Manufacturers are beginning to give 
voice to the good old free trade doe- 
trines of the farmers, and farmers are 
beginning to find truth in the traditional 
protectionist arguments of the manu- 
facturers. 

When economic class interests change, 
it does not take long for the economic 
doctrines of these classes to change in 
conformity. If to the protectionism 
of those manufacturers who, not con- 
fident in the economic soundness of 
their industries, fear Europe paying 
her debts, there is to be added the new 
protectionism of the farmers, American 
“xport trade may indeed prepare to be 
shackled. 

Were it to be expected that the 
European payments would take the 
form of a huge flood of imports over 
a relatively short period of time during 
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which they might seriously disturb the 
whole domestic economic machine, 
there would be substantial cause for 
forebodings and for precautionary 
measures. But the payments of prin- 
cipal will be met by Europe only if 
spread over a long period of time—if 
it is not undue optimism to expect that 
they will not have to be largely written 
off as bad debts. If anything is to be 
feared during the next decade, it must 
be the interest payments. These, 
while substantial enough if fully paid, 
are but a small fraction of the annual 
output of American industry, and not 
great enough to disturb the smooth 
working of a great economic system, 
resting on solid foundations. 
The policy of the government will 
be decided by the victor in the clash 
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of group interests. Were political 
conditions now what they were before 
1914, it would be a safe prediction that 
the manufacturers would have their 
own way. They are now divided 
among themselves, however, and the 
farmers are much better organized 
than they ever were before. It is in 
the general interest that the efforts of 
the exporting manufacturers to check 
restrictive legislation shall be success- 
ful. It would be, however, the irony 
of fate if the réles of beneficiary and 
victim should now be reversed, and if 
the tariff, which for almost a century 
the manufacturers imposed on the 
farmers to the benefit of the former and 
to the injury of the latter, should now 
turn upon the manufacturers and force 
them to give largesse to the farmers. it 
bork 


The Effect of Depreciated Exchange on Foreign Trade 


— 
N the conduct of business many un- 
avoidable risks are encountered. 
To perceive the risks that must be in- 
curred is much, but it is also of vital 
importance to understand their nature 
and probable consequences. Risks 
which are perceived but not under- 
stood are altogether likely to become 
the foundation for exaggerated fears. 
This seems to be the present situation 
as regards the probable consequences 
of depreciated foreign exchange rates 
upon both the export and the import 
trade of the United States. 

Stated in summary fashion, the rea- 
soning which forecasts disastrous re- 
sults to the foreign trade of the coun- 
try from depreciated exchange rates 
runs somewhat as follows: With sterl- 
ing at $4.00 it is argued that the Brit- 
ish producer can sell at a good profit 
m the United States goods which 
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tan: 


could not be profitably marketed here 
with sterling at par, 2.¢., at $4.86. 
At the depreciated rate, he will receive 
on the sale of goods for $1,000 in the 
United States £250 instead of the £210 
which he would have secured when ex- 
change was at par. Here would indeed 
appear to be a prodigious stimulus to 
the export business of a country on a 
depreciated basis, and also a similarly 
great obstacle to imports. 

But this is not the whole story. 
That there must be counteracting in- 
fluences at work is to be presumed from 
the absence of any instance of extra- 
ordinary increase in exports and de- 
cline in imports in the case of countries 
which in the past have gone upon an 
inconvertible basis. Consideration of 


! The experience of European countries since 
the war is, of course, too short to provide an 


adequate basis for conclusion on this matter. 
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business. 


depreciation. 
mained unchanged, there would have 
been no depreciation or at least only 
- for a short period of time. 
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; , the conditions which lead to a depart- 
ure from the gold standard will at once 
make clear the character of these 

counteracting influences. A country 
goes upon an inconvertible basis ordi- 
- narily because it is experiencing un- 
toward influences which, among other 


things, have tended to stimulate im- 
ports and to check its normal export 
Depreciated exchange rates 
serve in large measure to counteract 


_ influences which have already brought 
the trade of a country into an abnor- 


mally unfavorable condition. If, for 
_ example, sterling were now at par, the 
British producer could not realize a 
profit from goods which he formerly 
sold in foreign countries. Inflation of 


_ domestic prices and the consequent in- 


crease in money costs have preceded 
If money costs had re- 


The particular unfavorable influ- 
‘ences which have occasioned deprecia- 


pose vary greatly in the different coun- 
_ tries which have found themselves un- 
able to maintain the gold standard. 
Taking the many countries now on an 
_ inconvertible basis, we find that ability 
- to produce in all of them has been in 
- varying degree unfavorably affected by 
war. 
decline in the accustomed demand for 


There has also been a marked 


the staple products of many countries 
which were not engaged in the war. 
The European demand for most South 
American products may be cited as an 
example. More important, at least 
immediately, has been the currency 
and credit inflation during and since 
the war. The extent of such inflation 
has been almost in direct ratio with the 
economic and financial difficulties of 
the various countries. The deprecia- 
tion of the franc, for example, to about 
one-third of its pre-war value reflects 
the far greater inflation and industrial 


difficulties of France as contrasted 
with those of Great Britain, the cur- 
rency of which has depreciated by only 
about 25 per cent. 

Expressed somewhat abstractly, it 
may be said that depreciated exchange 
has no effect whatever on the imports 
or the exports of a country after a con- 
dition of fairly stable depreciation has 
been reached. If, for example, the 
pound sterling were closely to approxi- 
mate $3.75 for a number of years, 
neither the imports nor the exports of 
Great Britain would be appreciably 
different from what they would have 
been in the absence of depreciation. 
The only essential difference would be 
that the general level of domestic 
prices measured in the depreciated cur- 
rency would be some 25 per cent above 
what it would have been with exchange 
at par. It is only the fluctuations in 
exchange rates (and depreciated ex- 
change fluctuates widely) that have a 
specific influence on foreign trade. If, 
for any reason, rates decline more than 
the coincident inflation in prices, and 
decline in industrial efficiency, exports 
will be stimulated and imports cur- 
tailed. An advance in rates is then 
certain in no short period of time, un- 
less the condition of the country is 
going from bad to worse. Such a tem- 
porary decline in exchange, going be- 
yond the difficulties of the situation, 
seems to have occurred in the case of 
sterling, when early in 1920 it de- 
clined to $3.18 and shortly thereafter 
rose to the vicinity of $4.00. 

Wide and unforeseen fluctuations in 
exchange of this character, while they 
may at times stimulate exports, exert 
upon the whole a far from favorable 
influence on the development of the 
trade of a country. Intermittent 
ability to supply goods in foreign mat- 
kets is not conducive to healthy de 
velopment. For countries engaged 
— in the manufacture of goods in 
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the production of which imported ma- 
terials are used, the consequences of 
widely fluctuating exchange rates are 
apt to prove particularly disturbing. 
In the event that exchange rates rise 
between the date of purchase of the ma- 
terial and the date of sale of the finished 
product, losses, and often very serious 
losses, are incurred. Many producers 
on the continent of Europe, for exam- 
ple, had a costly experience with the 
vagaries of depreciated exchange in the 
summer of 1920, when there was a 
decided though temporary advance in 
the rates of exchange on the United 
States. 

Depreciated paper exchange never 
furnishes examples of the prolonged 
stimulus to export business which 
have occasionally been present in the 
ease of the silver-using countries as a 
result of falling silver prices. The 
price of silver may decline quite inde- 
pendently of conditions affecting 
money costs of production in a partic- 
ular silver-using country. Producers 
in the silver-using country then reap 
large gains from export business until 
finally wages and other domestic 
money costs advance. As wages in the 
silver-using countries are strongly in- 
fluenced by custom and change slowly, 
the stimulating effect of a fall in the 
price of silver may last for a considera- 
ble period of time. A decline in paper 
exchange is not analogous because it 
is never due primarily to influences 
external to the country which is on an 
inconvertible basis. The decline, as 
has been before observed, mainly re- 
flects conditions which have already 
developed in the country itself. Even 
if the decline in exchange more than 
discounts these conditions, the advan- 
tage to those engaged in production 
for export will be far more temporary 
than in the case of the silver-using 
countries, because in the western 
world wages and other money costs 
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more speedily adjust themselves to 
monetary changes. 

It usually happens that a country 
which is on a depreciated paper basis 
is in need of far more capital than is 
currently provided by domestic savers. 
It endeavors to secure capital from 
foreign countries. But the very fact 
that exchange has depreciated, and that 
consequently the annual return from 
capital when converted into foreign 
currency is subject to variation on ac- 
count of fluctuation in exchange, is a 
serious obstacle to the acquisition of 
foreign capital in large amounts and at 
reasonable rates. In so far then as the 
industrial development of a country and 
so its export business might be quick- 
ened by the investment of foreign 
capital, depreciated inconvertible paper 
money exerts an unfavorable influence. 

It is not improbable that the export 
trade of the United States in the next 
few years will be considerably less than 
it has been since the outbreak of the 
European War. Many influences are 
present which seem bound to exert an 
unfavorable influence upon that trade. 
Depreciated exchange is not, however, 
one of those influences. In fact, if the 
European countries steadily put into 
effect the measures necessary to re- 
store their currencies to pre-war pari- 
ties, exports to the United States will 
undoubtedly be far more considerable 
than is at all likely to be the case if 
something like the present situation 
continues. In order to return to the 
gold standard at pre-war parities it 
will be necessary for the European 
countries to contract credit, curtail gov- 
ernmental expenditures, balance gov- 
ernmental expenditure and revenue, 
increase industrial efficiency, develop 
foreign markets to a greater extent 
than before the war, and also cur- 
tail in every possible way imports of 
unnecessary articles of consumption. 
The contrary policy of allowing mat- 
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ters to drift can hardly fail to involve 
a continuance of present depreciated 
rates and perhaps a further decline. 
Occasionally, extreme declines will 
temporarily make possible the exporta- 
tion of goods not regularly exported, 
but the general tendency will certainly 
be for both the export and the import 
business of Europe to fall away, re- 
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EK XPORT trade is the one adequate 
future outlet for the products 
which owe their being to American 
brains and American labor. Those 
careful students of commerce whose 
vision has been so largely responsible 
for our domestic development are to- 
day found to be turning their eyes 
overseas. The law of diminishing 
returns is already curtailing the po- 
tential profits in many lines whose 
marketing has been confined within our 
boundaries. It is not necessary for a 
saturation point to be visible for it to 
exist. The fact that there is a definite 
saturation point which is only beyond 
the range of direct vision is the com- 
pelling force which is leading American 
industry into scientific direct exporting. 
With the shortening distances due to 
improved methods of transportation; 
with the growing acceptance of higher 
standards of living; with the widening 
circle of demand for comfort, conven- 
ience and luxury as weil as mere exist- 
ence, the once limited field of many 
American industries has broadened to 


permit economical merchandising of 


J 


J 


ANNALS oF THE AmeRICAN ACADEMY 


Part of Direct Exporting in the Future of 
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flecting continued industrial and finan- 
cial decay. 

Depreciated exchange is not a cor- 
rective; it is merely a symptom of an 
unhealthy condition. It consequently 
does not subject producers in this 
country to abnormal foreign competi- 
tion from which they might reasonably 
ask to be shielded by legislation. — 


In 
the rapid development of labor-saving 
machinery the possibilities of produe- 
tion have increased in mathematical 
progression in comparison to the in- 
creased consumer demand of the 


American product in foreign lands. 


domestic market. The principles of 
mass merchandising as well as the 
principles of mass production are today 
understood, where two decades ago 
both were unknown. Due to the sud- 
den demands of the World War, manu- 
facturing capacity was increased over- 
night to a point far beyond the natural 
growth of several decades. 

So we have on one hand a new con- 
sumer acceptance in foreign lands which 
is rapidly growing to definite consumer 
demand, not only for a widening variety 
of American-made merchandise but also 
for decidedly increased quantities of 
American-made merchandise. On the 
other hand, we have for the first time 
both the desire and the necessity for @ 
wider market than even the increased 
population of the United States pro- 
vides. 

To a great extent the market beyond 
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our boundaries is competitive only in a 
sense. There is a distinct division of 
manufactures in which American me- 
chanical ingenuity and American in- 
sistence upon quality have both created 
new products and raised others to such 
a high standard as to involve a different 
classification from its prototype. The 
typewriter, the adding machine and 
agricultural machinery are typically 
American. Such prosaic articles as 
saws, paints and varnishes have been 
raised from mediocre articles that serve 
a purpose to products which have 
reached such standards of uniform 
high quality that they find a market 
abroad regardless of any price ad- 
vantage that the foreign manufacturer 
may offer. 

The two major divisions of export 
selling are direct exporting and indirect 
exporting. Indirect exporting is selling 
to a middleman, usually known as a 
commission house, having offices in this 
country and distributors abroad. The 
manufacturer sells to the commission 
house much as he would to a domestic 
customer. He is supplied by the com- 
mission house with full details as to 
marking, packing and invoicing each 
shipment. The manufacturer receives 
his pay from the commission house as 
he would from a domestic customer. 
He assumes no risks and takes no re- 
sponsibility beyond delivery to the 
commission house or to the steamer 
designated by the commission house. 


Dimecrt Exportinc, Its Dervetop- 
MENTS AND Its SERVICES 

Direct exporting is the selling by a 
manufacturer to a customer resident 
abroad. In this case the manufacturer 
exercises his own judgment or obeys 
specific instructions received direct 
from the customer abroad in regard to 


packing, marking and invoicing. . His 
merchandise is purchased without an 


intermediary by the customer abroad, 


pe 


to whom he looks for nenentiite Vary- 
ing with his terms of sale, the manu- 
facturer’s responsibility ends at fac- 
tory, at seaboard or at destination. 
There is no outstanding obstacle to 
prevent a manufacturer from combin- 
ing both major selling methods. In 
fact, it is customary rather than the 
reverse for manufacturers to employ 
both direct and indirect exporting in 
the development of their overseas 
trade. 

The most significant development 
which affects the future of American 
industry is the constantly growing at- 
tention manufacturers are giving, as a 
rule rather than the exception, to the 
direct exportation of their products to 
foreign markets. There are many 
reasons which underlie this develop- 
ment. The greatest reason is the 
broadened vision due to a greater 
necessity than existed a score of years 
ago. In 1900 the export trade of man- 
ufactures, particularly of branded mer- 
chandise, was entirely incidental and 
accidental to one group of American 
manufacturers. Serious direct export- 
ing was confined to a handful of 
enterprises whose vision was nearly a 
generation in advance of that of the 
multitude. In 1900 the limitations 
of the domestic market did not exist for 
many new enterprises. In 1900 the 
overseas possibilities for volume busi- 
ness were unknown to many American 
manufacturers. In 1900 the foreign 
field was seriously regarded by the 
casual student of exporting merely as a 
dumping ground for surplus products, 
and its rightful place in American 
merchandising had not yet been under- 
stood. In 1900 our own great West 
was a market for products of our east- 
ern factories instead of being, as at — 
present, a competitive manufacturing — 
district. 

As a concrete illustration of the — 


value of vision in merchandising, = 
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trayed than that involved in the solu- 
tion of the problem of seasonal demand 
in the domestic market. The manu- 
facturer of men’s fancy hat bands, 
which are worn in the United States 
only during the summer months and on 
straw hats, is a typical example. His 
climatic problem which causes his 
seasonal problem is solved in the fact 
that when it is winter in the United 
States it is summer in Argentine Re- 
public, and there is a year-around 
summer following the Equator. An- 
other example of a different nature 
is that of the American toy manufac- 
turer, whose domestic demand comes 
almost entirely in the late summer and 
early fall when the jobbers are stocking 
their Christmas goods. When the toy 
manufacturer develops a business in 
foreign lands he finds a market for his 
goods in the spring and early summer, 
because of the length of time that the 
goods are in transit and the willingness 
of the large foreign importer to take his 
goods early in order that he may be 
certain of them in time to redistribute 
among his local jobbers before the 
holiday season. 

There is today a growing apprecia- 
tion among consumers as well as by 
manufacturers that retail prices in the 
domestic market depend largely upon a 
volume of production adequate to tax 
factory capacity and to minimize the 
inevitable overhead charges of produc- 
tion, distribution and selling. Export 
trade obviously increases sales. Ex- 
port trade obviously diminishes cost of 
production by absorbing overhead 
charges. Export trade, to the careful 
student, is known to have a lower sell- 
ing cost per unit of merchandise be- 
cause it customarily capitalizes existing 
brains, existing plant and the tremen- 
dous momentum which is part of a 
going business. Particularly in a sea- 
sonal business the return on fixed in- 
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vestment is greatly increased because 
of the full time utilization of existing 
plant equipment, plant facilities and 
personnel. In addition, where seasonal. 
demand would require the manufacture 
of fall goods in the early spring and 
storage of those goods through the 
summer, in order to maintain the man- 
ufacturing organization, an additional 
earning force is given to the capital in- 
vested through the manufacture of 
goods for foreign trade—goods which 
can be billed and become an asset in- 
stead of a liability as soon as manu- 
factured. 

It is common in such basic industries 
as shoes to adopt exactly this practice. 
Not only is use made of the plant in the 
off-season, but export orders are given 
preference and drafts are discounted 
following immediate shipment, thus 
supplying capital available for the 
purchase of raw materials for the sea- 
sonal domestic trade. In industries 
which involve the shipment of liquids 
in glass, there is a hiatus between fall 
and spring in which, because of danger 
of freezing, domestic shipments are 
extremely limited and confined to tak- 
ing advantage of favorable weather 
conditions and of supplying domestic 
trade located near domestic branch 
warehouses. The shipping force in 
such factories is today kept intact and 
profitably employed in the packing, 
marking and shipping of export orders 
which can safely be hauled from ware- 
houses located at seaboard to the warm 
holds of outgoing steamers. 

This must not be taken as any de- 
fense of what in the best export circles 
is known as the unpardonable sin of 
“dumping.” It is doubtful if a manu- 
facturer is ever justified in selling his 
goods abroad at a price that is based on 
anything except cost of manufacture, 
plus cost of distribution, plus a reason- 
able profit. Occasionally a manu- 
facturer may, for purely introductory 
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sales purposes, feel himself justified in 
putting his goods in at a price that will 
later give him entrée into a market 
where the established price has been set 
by an inferior and long-established 
competitive article. Even in doing 
this the manufacturer must bear in 
mind the very great danger of finding 
this action subject to heavy legal 
penalties ranging from an increased 
rate of duty to permanent exclusion of 
his products from the market. 
_ Direct exporting is an excellent self- 
defense against foreign invasion of the 
domestic market. The American ex- 
porting manufacturer who has devel- 
oped a world trade necessarily comes in 
contact with the American manufac- 
turer who is selling his product in all 
the markets of the world, and is meet- 
ing in some one or more of those mark- 
ets the most advanced competition in 
his particular line. When he has 
successfully solved the problem of 
meeting that competition, whether it 
be in Paris or Tokio, Abyssinia or 
Tasmania, he is prepared to forestall 
that competition before it reaches his 
domestic market. There is a further 
and great advantage in the rubbing of 
shoulders with the highest grade 
products of other manufacturing na- 
tions. Americans as a class are prone 
to consider that the United States 
alone can produce articles of transcend- 
ent merit. Naturally, this is in the face 
of our constant and long-established 
importations of French perfumes, Ital- 
ian and Spanish oils, Panama hats, 
English cutlery and Parisian stylvs. 
The consumer abroad has his choice 
of the masterpieces of the manufactur- 
ing world, and the American manufac- 
turer, therefore, in the development of 
his export trade comes constantly in 
contact with the products of the best 
manufacturing brains of other nations. 
It is not uncommon for American man- 
facturers to improve their own prod- 


ucts best through the adoption or 
adaptation of products of whose very 
existence prior to their exporting they 
were in entire ignorance. ; 
There is a still further and most im- 
portant value directly to be credited to 
the practice of direct exporting. The 
customs tariffs of other political units 
often require most careful considera- 
tion in order that a popular retail price 
within these units may be possible. — 
In the solution of these problems 
American manufacturers have found ; 
repeatedly that they could evolve a Le 
product which met the new cost re- 
quirements in such a manner as to 
result in a more attractive 
This saving in cost in order to meet a — 
price requirement abroad is, therefore, — rx 
an asset in a domestic market, since it : } 


results in a more attractive package at 
a lower cost of production. There are 
many minor manufacturing advantages | ee 
which can be attributed to the practice ae 
of direct exporting. These vary pe 
each market. 

Entirely apart from the field of 
production is the field of trade practice | ve # ae 
and procedure. In this field, particu- — sae 
larly in the defining of the maturity _ 
of obligations, our domestic practice is 
so markedly inferior to the prevailing 
practice in international commercial 
exchange that there is no fair basis for ae 
comparison. The great majority of 
American-manufactured products are 
sold on open account. This means Ve Pata. 
that the goods are shipped in response 
to an order placed by mail or given to a 
salesman, and that the only definition 
of maturity date is that afforded - 
terms printed at the head oftheinvoice  __ 
or described by the salesman. Thereis 
no formal acceptance of the goods and 
no written agreement to pay in ac- 
cordance with the terms of sale. This 
is in distinct contrast to the documen- _ 
tary time draft procedure, which isthe _ 
backbone of foreign commerce. 
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divest exporting le the vale that 
all orders are signed at the time they 
are placed, and terms of sale form an 
integral part of any quotation. When 
the goods are shipped they are con- 
signed to the order of the direct ex- 
porter, who sends through banking 
channels the negotiable bill of lading, 
insurance certificate and commercial 
invoice, with instructions that these 
documents, which are necessary for the 
securing of the goods by the customer 
abroad, are to be given to him upon his 
“acceptance” of the draft. This ac- 
ceptance takes the form of the cus- 
tomer’s endorsement of a draft which 
definitely states the date of maturity, 
and which equally definitely establishes 
the validity of the transaction and the 
acceptance of the terms of sale. The 
customer’s debt then becomes one to 
the bank, which notifies him of its 
maturity. Failure to pay an accepted 
draft at maturity is analogous to an 
act of bankruptcy, and as such affects 
the standing of the importer in both 
local and international circles. From 
these two definitions it will be seen that 
the various and timid proposals in the 
domestic market tending toward the 
quasi establishment of a practice of 
trade acceptance are but the faltering 
step of an infant toward a goal defi- 
nitely recognized. 
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or Direct ExportTinc IN 
Periops or DEPRESSION 


World-wide distribution established 
by direct exporting is the sole insurance 
of real value against times of domestic 
financial depression. It is practical 
business insurance to divide the risks of 
credit and depressions over the widest 
possible territory. Sane selection of 
foreign customers is based not on plac- 
ing all foreign eggs in the basket of a 
single foreign market, but on distribut- 
ing these in such cities as Yokohama, 


Shanghai, Hong Kong, Sydney, Mel- 
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bourne, Bankok, Bombay, Cape Town, 
Rio Janeiro, Buenos Aires, Valparaiso, 
Lima, the capitals of Europe, such 
wonderful cities as Constantinople, 
Cairo and hosts of smaller but buying 
centers. 

When a manufacturer has built up a 
clientele in foreign countries whose pur- 
chases form one-tenth of his total out- 
put his factor of safety is forty per cent 
greater than his non-exporting com- 
petitor because, following the cus- 
tomary practice of defining payment 
dates by drafts, he is sure of a sufficient 
volume of payments at anticipated 
times to tide over any temporary 
stringency in the domestic money 
market, whereas the very cause of the 
calling in of loans which makes it 
desirable for the non-exporter to make 
prompt collections will cause such 
customers to seek extensions. This 
factor of safety increases out of pro- 
portion as the percentage of exports is 
increased because, particularly on lines 
bearing a high profit, the manufae- 
turer is able to meet his entire obliga- 
tions at maturity from his proceeds on 
foreign orders, and could even close 
down his factories for a period of 
several months and make no attempt 
to enforce domestic payments due. 

In fact, it is in a panic year that the 
direct exporting manufacturer reaps 
the greatest domestic advantages, for 
while his competitors are forced to 
conserve their resources he can con- 
duct sales campaigns in every city they 
are forced to neglect. Where the 
non-exporter must offend slow-paying 
customers with imperative demands for 
settlement he, enjoying a steady influx 
of payments representing cost plus 
profit, is in a position not only to ex 
tend longer terms and to be lenient in 
collections, but also to solicit the 

patronage of the slow-paying but 
responsible buyers offended by com 
petitors’ collection methods. 
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Not only is a manufacturer’s 
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ition of value to himself but it is 
also a decided benefit to his customers 
and his competitors’ customers, for it 
enables the dealers constituting “the 
trade”’ as applied to his line to conduct 
business under normal business condi- 
tions and meet other more pressing 
obligations from their natural re- 
sources without forcing unfavorable 
loans or having their credit strained 
beyond its possibilities. Multiply the 
single exporting manufacturer by all 
his mates in all lines, and a veritable sea- 
wall is erected against the storm of 
financial stringency. Can there be a 
greater panacea for a panic caused by 
lack of money at home than a steady 
stream pouring in from abroad? 

There is only harm in sales at bar- 
gain prices abroad when the domestic 
market is glutted, or in the dumping of 
obsolete and below-standard products 
on which no future is expected or pos- 
sible; but in the carefully developed 
world-wide markets made possible by 
the superior quality of American-made 
goods backed by intelligent codpera- 
tion with foreign dealers and good 
service even in the height of domestic 
seasons, there is the one sure preventa- 
tive of depressed financial conditions at 
home. 

It should be known as an axiom that 
the nation whose manufacturers’ prod- 
ucts are sold in every corner of the 
world is panic-proof as against internal 
conditions. Thebest insuranceagainst 
a national panic is a healthy export 
trade. 


Wortp-Wipe PLannina~ EssEenTIAL 
For ExportTinGc SUCCESS 


Well-balanced world-wide sales are 
never a matter of luck. The world is 
so large and its markets, large and 
small, are so many that only by careful 
planning is correct export development 


made possible. 


There are fully thirty ined 
manufacturing exporters in the United — 
States, an estimate which checks 
the official statistics and the investiga- _ 
tions of export organizations. Not 
over seventy-five manufacturers—one- ~~ 
quarter of one per cent—can rightfully : 
claim adequate representation in even 
all the major markets of the world. _ 

Not over one hundred and fifty an 
prove that their export selling in both 

theory and practice is based upon plans ~ 

laid years ahead. i 

This is a tremendous indictment. _ 
It charges American exporting with _ 
lack of forethought as well as lack of 
balanced export sales. Let us examine 
the facts—for it is facts and not opinion | ware 
which are worth consideration. 

Exporting is selling to the whole 
world. This truth must be accepted 
before progress is possible. Until a 
manufacturer is willing to think of sell- 
ing abroad wherever a profit can be 
shown, he is certainly not entitled to | 
be called an exporter, evenifhisledgers 
show sales in Cuba and in China. eS 
few scattered customers in foreign 
countries are no more a proof of ex- Se 4 ae ay 
porting than a few freckles prove a 
man a Mongolian! 

The outstanding error in American 
exporting lies in the beginner’s usual ~% 
question, “Where shall we first sell 
abroad?” The proper question is, 
“*What method can we adopt which will 
logically bring about balanced export 
sales?”’ Exporting—modern scientific 
exporting—is far more than attempting 
to sell one market at a time sequenced — ; 
in order of ease of securing sales. Pst 
Such a method is exactly as absurd as 
for an enterprise which desired national 


distribution in the United States to 
work forward one state at a time, with 
no advance survey or preparation of Si 
the entire field. ine 

There are many American manu- 
facturers who are today enjoying a 
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yo pleasing profit from export sales built 
7 But these are the 


wp in crude ways. 

first to admit that their methods have 
robbed them of both earlier and larger 
profits and that today their export 
distribution is still “spotty” and with- 
out correct balance. The mere fact 
that many are profiting by export 
trade is no proof that greater profits 
should not have been made, and that 
future efforts will not be decidedly 
handicapped by the hit-or-miss meth- 
ods that forgot the future by too close a 
focus on the present. 

The world is large. Therefore, the 
first step of the prospective exporter 
should be to admit that he has before 
him a task worthy of his best brains 
and demanding the most careful and 
skilled planning. Before active export 
selling starts, there should be a world 

, plan which is based on a knowledge of 
the world and its markets and a vision 
of a decade in advance. It is costly 
to ignore this concept of exporting. 
Countless American manufacturers 
have, by ignoring this basic foundation, 
entered intoagency relations that within 
a few years proved to block their 
~ future, not alone in the particular 
countries in which they appointed 
agents, but in entire continents. 
One illustration will drive home this 
important point. A New York manu- 
_ facturer of paints, because he had no 
_ plan covering his export future, gave 
the agency for one of his products to an 
aa agent in Rio Janeiro; the agency for all 
oo his products for Argentina to a 

_ Tepresentative in Buenos Aires; the 

_ Chilian agency for a paint remover toa 
_ wholesaler and retailer in Valparaiso, 
and the agency for varnishes to a re- 

_ tailer in Lima. Contracts prohibited 
paint manufacturer from selling 
other than the agents. 

What was the result? The paint 
manufacturer, by giving the exclusive 
agency for his automobile paints to a 
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dealer in Rio Janeiro for a term of ten 
years, found himself two years later 
unable to interest the one most desir- 
able agency connection in Rio Janeiro. 
This corporation in Rio Janeiro re- 
fused, naturally, to divide the agency 
with a small and little-known dealer in 
its own city. In other countries the 
same general result came from the 
same general cause—blocked efforts 
due to failure to plan. The agencies 
granted made it impossible to send a 
traveler profitably, since the traveler 
could only have visited to advantage 
Uruguay, Paraguay, Bolivia and Ecua- 
dor, due to the agencies and the condi- 
tions under which they were conducted. 
In a sentence, it can be said that by 
failure to plan, the paint maker set 
back his sound development in South 
America by at least twenty years. 

Even students of exporting have all 
too often failed to grasp the situation. 
One instructor in foreign trade in a 
most important eastern university 
taught his students the theory of 
exporting based on selling effort con- 
fined to the easiest market—the one in 
which at the moment general condi- 
tions were most favorable. This doc- 
trine of expediency i 
simple as it may sound—is an infallible 
recipe for later regrets! The pros- 
pective exporter who is afraid to face 
the fact that this is a large world or who 
is unable or unwilling to give adequate 
time to advance planning for his com- 
mercial conquest of it had best remain 
confined to domestic selling! 

There is a vast difference between 
advance planning for an _ ultimate 
world-wide and balanced trade and an 
attempt to conduct an intensive world- 
wide selling campaign from the very 
start. Only enterprises with excep- 
tional financial resources can attempt 
wisely any foreign trade effort which — 
involves the simultaneous attack on @ 
large number of markets before the 
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sting sia is earned by a more domestic trade, to plan correctly a 
modest entry into exporting. Con- ultimate world-wide trade and to | 
versely, it is entirely possible for any proceed step by step, directly toward Pra 
manufacturer, adequately financed for his goal. pie Bie 


The Probable Future Development of Grain Trade 
of the United States 


4 By Junius H. Barnes 
Barnes-Ames Company, Duluth | - 


AR’S influence is clearly shown were two distinct trends in grain pro- 
in a study of the food supply of duction: ey as im 
Europe during war-years. The change 1. The elimination of our export <a 
wrought in sources of overseas supply grain surplus by the growing necessi- es 
rises strikingly above all other phe- ties of a home population. rita 
nomena and centers in the expansion 2. The reduction in total grain 
of food production in America and the yields by the replacement of diversified 
clear deflection of ordinary ocean trade farming. 
currents in the products of the farm. We are now able to see, by the ; 
For example, there is in a study of actual response of American farms to | 
crop production, marketing and move- the price inducement which war's 
ment, as influenced by the necessities higher levels created, that both the _ 
of warring countries, a clear indica- area of grain production and the yield | 
tion that price inducement is the per acre were possible of material — 
governing factor most apparent in enlargement. This trend is most _ 
America’s farm yields. clearly shown by a grouping of the _ 
Prior to the war there was a general years’ production, for the purpose of 
acceptance that in America there ready comparison. 


The four years prior to the world war recorded an average grain mem 
of the United States, as follows: zt 


Bread grains (Wheat and Rye).............. 7.8 bushels per capita a 
BS. Feed grains (Corn, Oats and Barley)......... 40.32 “ 
‘Total grain production (5 chief crops)........ @4- 
The five war years averaged in grain production as follows: kan 
4 


Total grain production (5 chief crops)........ °° 


With ocean commerce freed of the submarine menace, but production still 
under the influence of war grain prices, the crop of 1919 recorded a yield of: 
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otal grain production (5 chief crops)........ 50.7 
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Ved 


yielded: 


Studying these yields, it is apparent 
that, even with the minor fluctuations 
which sectional and seasonal crop 
deterioration produced, the trend was 
steadily toward enlarged grain pro- 
duction. If we seek for a reason for 
the larger acreage sown and the larger 
aggregate yields, in the face of greater 
production difficulties on the farm, 
especially as to labor supply, we find 
the answer in the price inducement. 


per bu 
72.4 
“AM ad. 93.0 


The high point of average farm 
price of grains during 1920 was as 


follows: 


258.3 
148.3 


Here is clearly disclosed the crop 
expansion following a steadily ad- 
vancing price level which represents 
production stimulus to the grower. 
It is possible to verify, besides, that 
the increase in grain crop produc- 
tion was paralleled by a similar in- 
crease in yield in other farm products; 
and that the price stimulus came pri- 
marily from overseas is told most 
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The crop of the 1920 harvest, of which the final figures are just availahig, 


8.01 bushels per capita 


An analysis of the farm price for 
grain shows the following average for 
the four pre-war years: 


85.5 cents per bushel 
Barley.......... 9 


An analysis of the average farm 
price of grain for the five years 1915 
to 1919 shows the following: 


1916 1917 1918 1919 
cents cents cents cents 
perbu. perbu. perbu. per bu. 
117.3 201.1 203 .7 214.8 
75.7 141.4 150.4 155.7 
43.6 63 .4 76.8 69.7 
93.2 156. 178.4 141.38 
66 107.4 124.2 105.4 


clearly in the total food exports of the 
United States, as follows: 


Exports or ALL Foopsturrs FROM THE 
UnitTEp STATES 


Year Tons 
7,900,000 
5,900,000 
15,500,000 
13,500,000 
12,600,000 
10,000,000 
11,700,000 


It is possible, thus, to trace the pro- 
duction and export expansion following 
the inducement of a higher oversea 
price, and also to see, in the shrinkage 
of overseas outlet following the end 
of war anxiety and war finance abroad, 
the beginning of deflation of price 
attraction on the American farm, 
which culminated in the Fall of 1920 in 


~ 
at. 
ytal grain production (5 chief crops). 
| 
: 
— 
Fre 
cents 
i per b 
» 
1 


r 
r 


el 


ne 


iE 


a considerable collapse of farm product 
prices. 

If, then, we recognize the ready 
response which the American farm 
can make to prospective profits by 
price stimulation, it would be inter- 
esting to reach a conclusion, also, as 
to whether even under the stimulus of 
war’s inflated prices we had reached 
our capacity production. A compari- 
son of the pre-war average production 
per acre of eighteen European countries 
last available indicates an average 
wheat yield per acre exceeding that 
of the United States average by fifty 
per cent. In spite of the fact that 
large areas of our country are more 
exposed to seasonal crop deterioration 
and resultant disappointing yields 
than are the same areas in Europe, it 
seems from a study of the crop expan- 
sion thus recorded that the spread 
between the two comparisons of acre 
yields can be narrowed by increasing 
American crop production whenever 
the American price return at the farm 
warrants the investment in fertilizers 
and intensive cultivation which Europe 
has generally practiced. That inten- 
sive cultivation and expense in soil 
stimulation will follow a continued 
price return which makes such inten- 
sive production profitable, and no 
sooner. 

Since, then, it is the final farm return 
which will determine the expansion or 
contraction of aggregate grain yields 
in the United States, it is important 
to see what natural conditions may 
facilitate or retard the reflection to the 
farm of the largest possible percentage 
of the consumer price. The United 
States has prospered in the past as a 
grain-raising country, producing a sur- 
plus for the European consuming 
markets, though in competition with 
the cheap-labor production of Russia, 
India and Argentina. Its chief South 
American competitor possesses a con- 


siderable natural advantage in the 
proximity of its grain areas to its 
seaports. It is calculated that the 
average rail haul from the Argentine 
farm to some one of its seaports will 
not exceed 150 miles. 

In the United States a large per- 
centage of our grain area necessitates 
a rail haul of 500 to 1,500 miles. The 
American farm has been favored here- 
tofore with cheap rail transportation 
and, more than that, by the extraordi- 
nary economy of the thousand miles of 
deep water Great Lakes navigation. 
On these Great Lakes the transporta- 
tion of bulk grain is the lowest per ton 
mile in the world, and not only has the 
grain country benefited in the actual 
transportation of grain by this water 
route reaching into the heart of Amer-— 
ica, but the influence of its cheap car 
riage rates has reflected into competi- _ 
tive rail haulage as well. "7 

Railroad rates were long framed 
with especial consideration on grain, 
and additional consideration on export _ 
grain. This condition has changed. — 
There has been one rail advance after — 
another, together with an equalization 
of rail and export rates, untilit may be _ 
stated that in respect to certain grains, — ‘- 
and for certain rail routes, the rail = | 
transportation charge has doubled | 
within the past five years. This 
charge was not an undue burden during — 
the recent years when Europe’s needs 
and war’s inflation of values supplied . 

a ready market at high prices for 
American production. Today, when 
the transportation charge per bushel — 
from the Nebraska and Iowa farm to _ 
the seaport is more than the value per oa 
bushel of corn at the farm, it becomes © 
a serious impediment to the continua- me 
tion of America’s grain export su- | 
premacy. It is apparent that, even 
with Russia’s continued elimination 
from the overseas grain balance-sheet, x 
there are, in the immediate future, 
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days of sharp competition for markets 
in Europe which will distinctly reduce 
the price inducement of the past few 
years. Grain production in the United 
States will probably show the effect of 
this unfavorable development. 

American resourcefulness and Amer- 
ican methods of using mechanical 
devices rather than human labor, may 
overcome in large part the handicap of 
high cost production following an 
advanced standard of farm living, and 
the disadvantage of necessary long 
hauls to the ocean, but it is none too 
early to study every economy along 
the line of translation, in the interest 
of preserving the farm price as far as 
possible. 

If, for instance, the international 
engineers now preparing a report on 
the feasibility and cost of the St. 
Lawrence Waterway should indicate 
not excessive costs in the introduction 
of the ocean carrier to the inland lake 
ports of Duluth, Chicago and Mil- 
waukee, serving the inland grain em- 
pire, this one factor of economy itself 
might be decisive in maintaining the 
price stimulation on our western 
farms. 

It would serve also to attract to 
European markets the surplus of 
western Canada, which, without cheap 
transportation facilities to Europe, 
_ must press along the American border 
into our own markets as well, and with 
the advantage of low-cost production 
which a relatively virgin soil insures. 
It is significant, for instance, that in 
this present crop-year (Russia being 
eliminated), the United States and 
Canada are supplying eighty per cent 
of the overseas requirements of bread 
grains. If these countries find com- 
petition with grain exporting coun- 
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tries forces them to enter the export 
market at a price leaving only un- 
profitable farm returns, because of 
large transportation costs, then in 
those American areas in which both 
American crops compete, there might 
be such pressure for home markets that 
the agricultural industry in those dis- 
tricts would be wrecked. 

If America is to achieve a supremacy 
in the export of industrial production, 
competing there as also it must with 
the cheaper wage costs which obtain 
in a lower standard of living, it not 
only must again use the economies of 
mechanical and large-scale production, 
but it must also supply our workers 
with a relatively cheap food supply. 
The ideal of that food supply would be 7 % 


a domestic price lower by its export 
relation than the food price level of 
other industrial competitors, yet high 
enough to make a fair return to the 
American grower. The position of 
that grower in respect to his price 
return must be developed and secured 
by all the study and resourcefulness of 
which America is capable and for 
which it should be typical. 

It is clear that the potential crop 
production exists in America. It is 
clear that it responds readily to price 
inducement. It would be an economic 
blunder not to try to maintain that 
crop production by preservation in 
America of a price inducement fol- 
lowing farm profits. Economies into 
the consumer market secured by 
cheaper transportation, and simplifica- 
tion of trade methods and reduction of 
trade tolls, will aid in maintaining 
grain production in the United States. 
The potentiality is clearly present 
beyond the needs of home consumption 
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F the five metal industries produc- 
ing copper, lead, zinc, gold and 
silver, foreign trade is normally of di- 
rect importance to only two—copper 
and silver. The lead, zinc and gold in- 
dustries function quite independently 
of export stimulus. Foreign commerce 
undoubtedly plays a most important 
role in the production and marketing 
of agricultural staples such as wheat 
and cotton, but the importance of 
foreign trade to the copper and silver 
industries is scarcely less important. 
The extent of the effect of this factor 
on a domestic metal industry may be 
judged by the serious depression and 
loss which the post-war dullness in 
export trade caused the copper in- 
dustry. 

There are three chief differences be- 
tween agricultural and mineral com- 
modities that influence their interna- 
tional movements. Farm products are 
of a perishable nature, whereas the met- 
als are of a permanent nature. Further- 
more, food and clothing are of much 
greater importance to life. Each year 
there is poured upon the world a supply 
of new metals which augment existing 
supplies, rendering greater the possi- 
bility of using available quantities of 
scrap metal and transforming it into 
essential shapes. These facts do not 
apply to agricultural products, the 
perishable nature of which precludes 
use after any but a measurable period. 
If a nation be faced with the alternative 
of choosing between the importation of 
foodstuffs and of metals, the former 
would undoubtedly be selected. More- 
over, though a country may modify its 
agricultural activities it can not change 
its mineral resources, and so must seek 
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its supply of metals from existing de- 


posits, whether domestic or foreign. 
Although the statement has been 
made that foreign trade is important to 
only two of the five metals under dis- 
cussion, this should perhaps be quali- 
fied through a recognition of the fact 
that the great war seriously altered the 
foreign and domestic demand for the 
metals and that the present period of 
economic readjustment has largely dis- 
torted the normal movements of some of 
them. Consequently, statistical records 
made in the first few post-war years, 
1919, 1920, 1921, furnish an unreliable 
criterion of future developments. 


Movements NorMALLY Do Nor 
Arrect Prices 


Considering first the importance of 
exportation of gold upon the gold 
production of the country, the conclu- 
sion may be drawn that gold, being de- 
pendent upon financial requirements, 
moves chiefly in response to the settle- 
ment of adverse trade balances with 
gold-standard countries, and that the 
use of gold in the arts, or commercially, 
is not influential in affecting its price. 
Silver performs a duty similar to that 
of gold in discharging indebtedness to 
silver-standard countries or countries 
on a gold-exchange standard, such as 
India. The movements of both of these 
precious metals are now mainly sub- 
servient to governmental regulations, 
though normally free and according to 
banking requirements. 

Restrictions on the external move- 
ments of gold are more prevalent than 
for silver, and there is small likelihood 
of the removal of these gold embargoes 
in the near future, as nations cling tena- 


£ 
— 
4 
* 
y 
: 
i 
fr. 
> 
7, 
J 
n 
- 


export trade is of much importance 
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ciously to their gold reserves. With the 
exception of. the United States, many 
countries have prohibited the outward 
movements of gold, and the export of 
silver can take place only under govern- 
ment license. The United States per- 
mits the free exportation of silver, but 
through a legislative enactment, the 
Pittman Act, the Treasury Depart- 
ment is required to purchase up to 
207,000,000 ounces of silver mined and 
refined in the United States at one dol- 
lar per ounce, an amount of silver 
that was sold for the same price during 
the war. This has virtually prevented 
exports of silver, as the foreign market 
is much below one dollar. All of the 
domestic production for the next four 
years will probably be directed into the 
vaults of the Treasury, unless, of course, 
an unlikely rise of silver in the world 
market to over one dollar per ounce 
should occur. 

Thus, present export trade in gold 
and silver is unimportant to these re- 
spective metal-producing industries. 
Gold always commands $20.67 per 
ounce regardless of export trade, and 
domestic silver will find its way into 
the vaults of the Treasury for several 
years to come unless the Pittman Act 
should be repealed. Normally about 
50 per cent of the domestic silver pro- 
duction is exported—mainly to Asiatic 
countries—and there is hardly an in- 
dustry more dependent upon export 
conditions. Silver’s phenomenal rise 
in 1918 and 1919 was due almost wholly 
to the demand for the metal for the 
settlement of commercial balances with 
India and China. 

Export trade is of varying impor- 
tance for the other three metals in the 
group, lead, zinc and copper. During 
the war, foreign demand caused extraor- 
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_ dinarily high prices and greatly stimu- 


lated production. Normally, however, 
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ities, copper. The situation in each 
metal will be considered separately. 


Furvure Exports or Domestic Leap 
DovuBTFuL 


Although the United States produces 
over one-third of the world’s lead, and 
about as much as its two chief competi- 
tors combined, exports of lead made 
from domestic ores from the United 
States for the four years prior to the 
war were negligible. However, con- 
siderable quantities of lead from foreign 
ore were exported, the production from 
foreign ore and imports almost balanc- 
ing. Most of the imported lead comes 
from Mexico to be refined in this coun- 
try, and if not entered for consumption 
may be exported—the familiar principle 
of the “drawback,” or a freedom from 
duty payment, applying. The follow- 
ing table brings out the pre-war position 
of the lead industry, its record during 
the stress of war, and the results of two 
years of readjustment, 1919 and 1920. 

These figures do not take into con- 
sideration the export of manufactures, 
ammunition and articles in which the 
lead content is an appreciable item. 
However, the domestic trade felt the 
indirect effect of the lead consumption 
in other industries during the war. 

There is little justification for hope of 
a change in the export situation to a 
pre-war basis. In 1920, importation of 
cheap pig lead was threatened time and 
again and foreign pig lead in large 
quantities actually did come into the 
country (27,300 tons in ten months). 
The difficulty which the United States 
must overcome in competing in the 
well-established international lead mar- 
ket, coupled with exchange difficulties, 
effectually prevents a profitable de- 
velopment of the outward movements 
of lead. Domestic production and con- 
sumption are expected to balance as 
before the war. The American in- 
dustry, emphasizing its ow to 
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Leap Propuction AND MovEeMENTs' pate 
In Short Tons 
Production Exports 
Imported 
Lead (Ore, 
rom Domes- Bo- From Domes-|From Foreign 
ic O Ores and fined) ti 
Base Bullion ic Ores Ores 
411,700 82,200 70,300 
534,500 29,300 28,300 58,700 21,550 
537,000 43,000 51,400 88,300 38,600 
596,200 18,900 35,300 100,500 9,900 Pt. 
579,400 62,300 78,250 53,700 37,700 eb. 
556,900 100,300 98,600 41,800 59,400 Bi, 
427,800 57,800 71,400 10,500 40,900 "Te 
471,700 54,000 91,200 3,000 22,500 


1 This and other statistical information has been taken from the records of the United 


and the Frankfurter Metallgesellschaft. 


States Geological Survey, Department of Commerce, Engineering and Mining Journal, 


? Excludes lead in manufactures exported with benefit of drawback amounting to about 
10,500 tons annually prior to the war; 5,000 tons annually during the war, and about 


2,000 tons in 1919. 


compete in other markets, is protected 
under the Underwood tariff by a 25 
per cent duty upon the metal in various 
semi-finished and finished forms and 
three-fourths of a cent per pound on 
lead contained in imported ores. This 
is greater protection than that enjoyed 
by the copper and zinc industries; in 
fact, greater than that accorde any 
other important metal. Australia, 
Spain, Germany and Mexico furnish 
strong competition for export trade in 
lead, and have been able to produce the 
metal at a cost equal to if not lower 
than that in the United States. Now 
they, with the exception of Mexico, can 
also benefit by exchange rates. 


Strvation 1x Exports Nor 
ENCOURAGING 


The zinc trade of the United States 
closely parallels that of lead. In pre- 
war years exports of zinc from domestic 


ores were small; from 1910 to 1913 in- 
clusive they averaged about 6,300 tons 
annually, or little over 2 per cent of the 
domestic production, as the following 
table illustrates. 

The war demands for zinc, however, 
were so insistent upon a large supply of 
this useful metal that domestic exports 
increased to 163,100 tons in 1916 and to 
153,800 tons in 1917, and although 
there was a sharp drop to 80,200 tons in 
1918, a rise took place the following 
year to 129,500 tons, chiefly on account 
of the idleness of one of the world’s 
great zinc producers in Australia. The 
record for 1920 appears well in the ag- 
gregate, 86,000 tons, but when it is 
considered that during the last five 
months of 1920 exports had tapered off 
to a rate of about 500 tons monthly, 
it is likely that a reversion to a pre-war 
scale will take place quickly. 

As in the lead industry, much zine 


*h 
es = 
id 
i- 
le 
1910 
1914. 
m 1915. 
C- 1916. 
2g 1917. 
1918. 
| 
q 
le 
| 
0 
. 
l. 
e 
n 
: 
- 


Zinc Propuction AND MoveMENTs 


tic Ores Ores 


In Short Tons 
Productions Exports 
Imports! 


Ores? 


tic Ores 


From Domes-|From Foreign| and Sheets) |From Domes-|From Foreign 


1910 to 1913 ine. 296,300 14,000 
cncedes 343,400 9,600 
564,300 104,000 
492,400 25,500 
ree 452,300 13,500 


4,900 6,300 11,100. 
900 64,800 9,700 

900 118,600 12,800 

700 163,100 43,200 

300 153,800 66,200 
80,200 26,400 

70 129,500 16,800 
13 86,000 28,500 


tion from foreign ores. 


1919. 


material is imported to be manufac- 
tured and later exported, the net result 
of the operation being to avoid the pay- 
ment of duty. Similarly, the domestic 
zinc consumption is normally a little 
below domestic production, and the 
industry is quite flexible and able to 
meet sudden demands put upon it. 
The zinc trade in the United States en- 
joyed unprecedented prosperity during 
the war, when remarkably high prices 
were reached and unusually large ex- 
ports were made, but it is doubtful if 
a considerable proportion of this for- 
eign trade can be held and highly 
probable that the condition of the 
industry will revert closely to the 
pre-war status, not only because of the 
difficulties that beset export trade in 
general—chiefly financial considera- 
tions—but owing to the lower costs of 
other zinc-producing countries. 
Australia, Germany and Belgium are 
rapidly regaining their strength, eager 
to furnish competition in international 


1 There were also imports of zinc in ore, which is sufficiently accounted for under produc- 


? Includes zinc in manufactures exported with benefit of drawback amounting to about 
4,100 tons annually prior to the war, 3,900 tons annually during the war and 4,500 tons in 


markets. The paralysis of the Aus- 
tralian zine industry, due to prolonged 
labor troubles, has passed, and already 
this strong competitor is influencing 
the international market. Germany, 
Belgium, Great Britain, France and 
Australia have well-established zinc- 
smelting industries, and they will do 
everything to facilitate a return to 
former conditions. The zinc trade in 
the United States has a slightly better 
opportunity than the lead trade to 
expand its exports, judging from past 
records, but it faces a difficult problem 
—one that can be solved only as the 
general solution to the problem of ex- 
port trade is found and domestic costs 
are lowered. Competition was at a 
minimum during the war, and its full 
force has not been felt by the American 
industry for many years. The tariff 
on zine is 15 per cent on ores, slabs, 
blocks and pigs—less protection than 
the lead industry enjoys, and yet not 
sufficient to prevent the frequent talk 
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of and actual importation of zinc for 
consumption in the United States. 
Germany, by the terms of the peace 
treaty and the probable loss of Silesian 
deposits and smelting plants, will not 
be able to hold second place in the zinc 
industry. The supply of German ore 
will be cut down two-thirds, and con- 
sidering that Australian concentrates 
formerly shipped to Germany are 
being diverted elsewhere, the most 
logical source of importation of con- 
centrates is the United States or 
Mexico. At all events, the best op- 
portunity facing the American zinc 
export trade lies in supplying the 
Central Powers, but what measure of 
success will reward attempts to enter 
this field—-Germany was formerly the 
second largest consumer of zinc in the 
world—will depend almost entirely on 
the attitude that the Germans adopt to 
the restoration of their industry and 
the facilities granted that almost 
bankrupt country by financial interests. 
No concerted attempt is being made 
_ by the zinc trade to attack the problem 
systematically through an export as- 
sociation similar to that of the copper 
producers, and the industry is not any 
too well organized to know how it 
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stands with other countries, particu- 
larly in respect to costs and the tech- 
nology of production. It has been 
frequently pointed out that there is an 
unhealthy secretiveness in the industry 
and an unwillingness individually to 
coéperate in lowering costs. Such an 
attitude will not help the industry in 
expanding its foreign trade, thereby 
benefiting itself and country. Perhaps 
also, because no organized attempt has 
been made by the American zinc trade 
to develop foreign markets, export 
trade in normal years was relatively 
unimportant. The obstacles to foreign 
zinc trade loom large, but would un- 
doubtedly repay study in the endeavor 
to surmount them. 


Export TRADE OF GREAT IMPORTANCE 
TO THE CoprER INDUSTRY 


There remains for discussion one 
other metal of the group, the most 
important from the standpoint of 
production, utility and export trade 
of all of the non-ferrous metals— 
copper. Its position has grown stronger 
and more important with the develop- 
ment of the world’s electrical industry, 
concurrently with the giant strides that 
have been made in the progress of using 
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more and more electrical power each 
year as shown by the chart on page 
70. The set of curves on page 71 
illustrates graphically the great in- 
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_ crease in the world’s production of 
_ copper during the twentieth century. 
Production has almost trebled the pre- 
war rate during the war. The United 
States has had a remarkably rapid 
_ growth in copper production, as the 


curve indicates, and during the five 


years before the war accounted for well 
over 60 per cent of the world’s refined- 
copper production. This, however, 
includes the imports of crude copper 
from Canada, Mexico and South 
American countries, shipped to this 
country to be refined. However, the 
copper production of the United States 
itself has for many years been the larg- 
est in the world, and there is little 
probability of this leadership being lost. 
Compared with the relatively station- 
ary production of other countries, the 
growth of United States copper produc- 
tion has been phenomenal. 

It is striking that the nation’s agricul- 
tural and mineral wealth in each of four 
important commodities, corn, cotton, 
petroleum and copper, is greater than 
that of any other country and that in 
each product foreign trade developed 
through the superabundance of our own 
natural resources and an effectiveness 
of labor which resulted in trade with 
other countries willing and anxious to 
consume this American produce. 

As copper is an indispensable metal 
in modern life, our export trade in that 
metal has been a natural development 
of the effort of other countries to pro- 
cure an adequate supply. With the 
vast resources available, it has been 
easy for the American copper industry 
to respond to any demand put upon it, 
whether a normal yearly growth in 
consumption or an acute war appeal. 
Furthermore, the heavy investment of 
American capital in South American 
copper mines, and the concentration of 
the refining of South American, Cana- 
dian and Mexican copper on the Atlan- 
tic seaboard, have helped to bring the 
world’s copper market into the hands 
of the United States producers, whereas 
during the greater part of the nine- 
teenth century the world’s copper mar- 
ket was controlled by Great Britain. 

The set of curves on page 71 indicates 
the world’s production of refined co 
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Production of Refined Copper in the World and in the United States and the Exports of 
Refined Copper from the United States, 1880-1920 


per and the production of refined 
copper and the copper exports of the 
United States. In pre-war years, as 
the curves show, well over half the 
refined copper produced in the United 
States was exported. In 1917, an im- 
portant war year in which every effort 
was being made to speed production, 
the ratio of exports was lower—about 
45 per cent; in 1919, 29.1, and in 1920, 
about 34 per cent. The decline was 
sufficiently pronounced to disturb the 
industry seriously, as the domestic 
consumption was in no condition to 
take up production on a war scale. 
This is well illustrated by the troubles 
of the largest copper mines in the 
United States—the “porphyries”— 
which are essentially large-scale pro- 
ducers and have lowest costs when 


producing at maximum capacity. The ensued, which, eT w ith the reduc- 


success of their operation hinges largely 
on a tremendous daily output of ore, 
so that a difficult problem is presented 
in obtaining the proper flexibility of 
production required to meet conditions. 

Immediately after the armistice, 
November 11, 1918, the copper pro- 
ducers were advised by the Govern- 
ment to maintain production at the war 
rate on the ground that an armistice did 
not imply a complete and ultimate 
cessation of hostilities. Acting upon 
this advice, production was maintained 
at 100 per cent of capacity to the end 
of the year—a short period after the 
Government had relinquished its in- 
terest in the copper industry’s activi- 
ties. It was virtually impossible to 
curtail output as quickly as might have 
been desired. A lessening of demand 
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tion of the excess ore produced at the 
end of 1918—about four months’ work 
—soon supplied the industry with 
heavy surplus stocks that have consist- 
ently plagued the producers and await 


a foreign trade revival to be eliminated. 


Tae Work or tHe Copper Export 
ASSOCIATION 


The pre-war method of exporting 
copper depended primarily on individ- 
ual transactions. The largest copper 
producers usually had representatives 
in foreign countries whose duty it was 
to take care of their foreign business. 
Similarly, there were agents in this 
country of foreign consumers who 
looked after their European clients’ 
copper requirements. Competition in 
foreign trade was keen. The war and 
Federal legislation have changed all 
this. Soon after the passage of the 
Webb-Pomerene Act in 1918, per- 
mitting combinations of enterprises to 
engage collectively in foreign trade, the 
copper producers of the United States, 
realizing the advantages accruing to 
them under this legislation, took steps 
to organize a Copper Export Associa- 
tion. This corporation has functioned 
since December, 1918, and has pro- 
duced the machinery necessary to 
facilitate export trade in any volume. 
Practically all the copper producers in 
the United States are members. To- 
gether they account for about 80 to 85 
per cent of production. Each member 
of the Copper Export Association 
participates in the business of the 
corporation on a production basis; that 
is, the larger a member company’s 
production the greater the share of the 
association’s business apportioned to it. 

The Copper Export Association has 
had to confine its operations chiefly to 
the Allied countries, where financial 
arrangements could be more readily 
concluded. Political considerations 


prevented entering the German field 
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with the credit arrangements possible 
for France, England, Italy and Japan. 
However, the association has sold cop- 
per to Germany on a cash basis. 

The financial arrangements cover an 
extension of credit to European con- 
sumers for a period of two years. Each 
consumer has a definite credit extended 
to him, the amount depending on in- 
dividual circumstances and the finan- 
cial standing of the purchaser. The 
use of bank acceptances is resorted to in 
actually executing sales, the associa- 
tion drawing on buyers, the commercial 
paper payable three months after date 
of acceptance. In addition to the 
financial and commercial standing of 
the copper purchaser acting as a war- 
rant for payment, arrangements have 
been consummated whereby a group © 
of banks of the highest standing 
guarantees the payment of the drafts at 
maturity. The privilege of renewing 
the drafts for one or two additional 
periods of three months each is also 
agreed upon, so that ultimate payment 
may be deferred for nine months. The 
Copper Export Association partici- 
pates actively in the foreign market and 
makes its prices conform to market 
conditions. 

With its foreign representatives, it 
keeps closely in touch with the require- 
ments of European purchasers, and 
through the medium of copper stocks in 
warehouses at important seaports such 
as Liverpool, Rotterdam, Bordeaux, 
Hamburg, Bremen, Havre and Ant- 
werp is enabled to fill each order 
promptly. The association is also 
enabled to supply each consumer with 
the particular brand of copper he may 
desire. Although there is practically 
no substantial difference between the 
various electrolytic copper brands ship- 
ped abroad, manufacturers frequently 
express a preference for one particular 
variety. No attempt is made to in- 
crease export sales other than through 


= 
? 
2 
= <>: 
| 
{ 
| | 
| 


f 


the personal contact established by 
foreign representatives. An important 
feature of the method of handling ex- 
port trade through an export associa- 
tion is that individual competition of 
copper producers—that are members 
of the association—in a foreign market 
disappears and only in the home market 
is competition keen. As with a well- 
balanced team, the personal welfare of 
the individual is subordinated to the 
common good. 

Although theoretically one of the 
compelling arguments in favor of ex- 
port combinations is the reduction in 
overhead costs and the elimination of a 
duplication of effort, the point has not 
been attained where this result has been 
fully felt, owing mainly to the decline 
in the volume of export trade. Maxi- 
mum efficiency in an export combina- 
tion is attained only when the volume 
of exports is on the scale for which the 
association was organized. 

One circumstance which has affected 
the Copper Export Association’s vol- 
ume of trade has been the decline in the 
exchanges. After a contract between 
European consumer and the association 
has been entered into, and payment 
arranged according to the credit terms 
outlined, settlement must be made in 
United States dollars. 'When exchange 
is increasing, the foreign copper pur- 
chaser can advantageously discharge 
his obligation at a future date, but 
when exchange declines a larger pay- 
ment in pounds sterling, or francs, 
as may be, is exacted. The purchaser 
takes sole responsibility for the fluctua- 
tions in exchange, and hence a certain 
amount of speculation is introduced in 
purchases. 

Some criticism of the Copper Export 
Association has been made abroad on 
the ground that it is attempting to con- 
trol prices arbitrarily and the conclu- 
sion reached that its attempt is doomed 
to failure. Such a criticism neglects 
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to take into consideration the fact that _ 


copper can be obtained in the United 
States in rather large quantities out- 


side of the association and that Euro- __ 


pean purchasers do not have to avail 
themselves of the facilities offered by | 
the Copper Export Association. Criti- 
cisms of the sales policy adopted have 
also been made, but as in such matters 


a wide divergence of opinion is natural, 


this criticism is not of material force. _ 
Thus, American producers were criti- — 
cized for holding their copper at 19 
cents per pound in 1920 without mak- 
ing sales and then subsequently having 


to unload large quantities on the ae 
In ex- 
planation it may be said that producers 


market at 18 and 14 cents. 


were animated largely by the impres- 
sion that a decrease in price would not — 
result in pronounced increase in sales. 
Furthermore, the heavy sales of copper 
made earlier in the year were sufficient 
in volume to take care of practically the 
entire year’s business, so that there was 
no incentive later on to enter actively 


into the market only to slash prices. 


There were also the consideration due 
purchasers of copper at the higher 
prices and the protection of their in- 
terests which fair trading demanded. 
As later events indicated, this policy 
was essentially sound. It is un- 
fortunate that 


association. To function properly, the 
Copper Export Association requires the 


good will of foreign consumers,andcon- _ 


cessions must be made by both parties 
if, as in all trading, a mutually satis- 
factory bargain is to be struck. 


An ANALYysIs OF Copper Exports 


In analyzing the normal foreign 
trade in copper and the more impor- 


tant copper manufactures, Europe is 


found to be the largest consumer, 


taking about 95 per cent of export | cate 


shipments. Germany and The Neth- | 
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ill-advised criticism 
should have been directed against the — 
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erlands were ostensibly the best cus- 
tomers, together accounting for over 
one-half of the European purchases of 
American copper. Sales to France, 
Italy, England, Austria-Hungary and 
Denmark were also important, and al- 
though individually not comparable to 
the volume of Germany’s purchases, 
materially swelled the aggregate 
amount. The following table is in- 
tended to exhibit the heavy European 
copper purchases from United States 
producers: 


Exports or Meratiic Coprer rrom tHe Untrep Srates in Pounps 
(A) Exports in Per Cent of United States Production 4) 
Year To England To France (A) To Germany (A) 
1910 98,000,000 6.8 «116,000,000 8.1 ‘176,000,000 12.2 
108,000,000 135,000,000 9.4 190,000,000 13.3 
1912 95,000,000 6.1 181,000,000 8.4 252,000,000 16.2 
1918 34,000,000 160,000,000 9.9 307,000,000 19.0 
198,000,000 12.9 450,000,000 9.8 177,000,000 
252,000,000 10.4 265,000,000 109 .......... 
101,500,000 6.5 hy 120,000,000 7.6 85,000,000 5.4 
To Nether- 
lands Toltaly (A) Total Exports (A) 
222,000,000 15.2 $4,000,000 2.4 708,000,000 48.4 
231,000,000 16.0 S| 38,000,000 2.7 787,000,000 55.0 
153,000,000 9.7 oe 47,000,000 3.0 775,000,000 49.5 
179,000,000 11.1 41,000, 2.6 926,000,000 57.4 
126,000,000 8.2 67,000,000 44 840,000,000 54.8 
4,000,000 2 6.6 682,000,000 41.8 
98,000,000 4.3 784,000,000 34.8 
Fed 158,000,000 6.3 126,000,000 46.5 
122,000,000 5.0 744,000,000 30.7 
65,000,000 8.7 516,000,000 29.3 
34,000,000 2.2 770,000 0.5 610,000,000 37.8 
In pre-war years Austria~Hungary imported about 35,000,000 Ib. United States copper, and 
a Belgium 7,000,000 Ib., annually. 
It is now generally conceded that the con.umption was for the munition 
= F heavy pre-war purchases of The Neth- industry, but the basis of the large cop- 
___ erlands were for German consumption, per imports was predicated on a highly 
seaports in Holland merely acting as developed electrical industry which 
points of entry to the Continent. combed the world’s markets for its ex- 
Denmark’s copper imports were made _ port electrical trade and used great 
with a similar purpose. Thus, to amounts of raw copper in electrical 


obtain the true significance of Ger- 
man copper importations, those of 
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heart of the copper export situation, 


The Netherlands, Denmark, Belgium, 
Scandinavian countries and possibly 
Austria-Hungary should be considered. 
A warrantable estimate of pre-war 
American copper imports into Ger- 
many would be 500,000,000 to 550,- 
000,000 pounds per annum; yet in 1920 
only about 120,000,000 pounds of cop- 
per were purchased for that country. 
The logical effect of this drop in sales 
to a copper industry tuned to the 
greater rate of purchases is apparent. 
A large proportion of German copper 


manufactures. Germany is at the 
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and any real stability to the export 
market is not to be expected until con- 
ditions in that country permit buying 
copper at approximately the pre-war 
rate. 

The economic influences which de- 
press copper trade with other nations 
(particularly fluctuating exchange 
rates) are stressed to a much greater 
degree in trade with Germany. Politi- 
cal and industrial uncertainties pro- 
hibit stabilizing the copper export trade 
with Germany to the same extent as 
with other European countries. The 
fixing of the indemnity, and the proper 
functioning of German industrial life 
under definite reparations, will do 
much to bring Germany back to pre- 
war importance in the copper trade. 

Although the prosperity of the 
American copper producers is de- 
pendent largely upon the foreign de- 
mand for the metal, and the industry 
is bound to be depressed by an absence 
of such a demand in customary volume, 
the future outlook for copper is ex- 
ceptionally bright. The world is living 
in an electrical age, and expansion in 
the use of electrical apparatus ‘of all 
kinds, the utilization of the vast water- 
power resources in the United States 
and abroad, and a consequent de- 
crease in dependence upon coal as a 
fuel will do much to further the de- 
mand for this cheap and efficient con- 
ductor of electricity. Some competi- 
tion there will be from aluminum, an; 
other excellent conductor, but the use 
of aluminum is feasible only when the 
price of that metal is less than twice the 
price of copper. Hand in hand with 
the development of electrical power 
must proceed the necessary financing 
of various hydro-electric and electrifi- 
cation projects, to which liberal finan- 
cial assistance must be given by na- 
tions in a position to relieve the acute 
fiscal embarrassments of European 
countries. a trade in copper 


Trape rn Copper AND Orner Merats 


progress together. It is folly to take a 
disinterested attitude of detachment 
from the financial affairs of Europe. 


The export trade generally in all 
non-ferrous metals produced in Amer- > 
ica, and in copper particularly, does __ 
not depend upon some advantage _ 


gained during the war, or on the finan- 
cial and industrial helplessness of other 


nations, but upon the bountiful mineral _ 
resources of the United States, the | 


efficient way they are mined and re- 
duced, and the leadership of the United 


States in the world’s production ‘of — 


most of these metals. Foreign trade 
has been but a logical outcome of the 
inherent advantage that our abundant 
natural resources have given us. 


thus depends upon events that must i 


The problem of the copper industry _ a 
is not one in which the loss of export _ 


trade, in part or in whole, is at stake, 


but, rather, how the present obstacles e : 


that hinder foreign trade may be over- 
come quickly. Exchange difficulties 
are the root of the trouble. Some 
manufacturers have circumvented the 
disadvantage of present exchange re- 
lationships by resorting to direct 
barter. Trading American-made steam 
locomotives for Roumanian oil was 
an example. It is also understood 
that shipments of copper were made to 
Germany to be fashioned into export- 
able manufactures and then turned 
back into the hands of the shipper 
financing the operation. Such methods 
as these are but temporary expedients 
that will be gradually subordinated to 
the more convenient arrangements 
existing prior to the war. be 
ConcLusION 

As before stated, is 
normally directly important in only 
two of the five metals under discussion 
—copper and silver; for the others— 
lead, zinc, and gold—export trade is 
not a — important factor. This 
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does not imply that it is not within the 
reach of the producers of these metals. 
It is to the credit of the copper produc- 
ers that they have presented an almost 
unified front to the problem of export 
trade and have an organization au- 
thorized by recent legislation to solve 
it. The copper producers have been 
quick to see their predicament and to 
take the best procedure to remedy it. 
The lead and zinc producers have al- 
ready become timorous and are begin- 
ning to clamor for a higher protective 
tariff. This does not augur well for 
the ability of either of these industries 
to enter the international market. 


‘Raising the tariff on imports will 


_ probably provoke retaliatory measures 


on the part of Europe and make it 


more difficult to compete. The grad- 
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ual awakening of the zinc industry, the 
internal codperation of the domestic 
zine producers through the medium of 
their own organization, the American 
Zinc Institute, in an effort to compare 
and lower costs, will do much to help 
the industry in both local and foreign 
markets. But underneath all efforts 
to establish export trade stand the 
general economic conditions which 
hamper its development. 

For the non-ferrous metal trade the 
lack of exports at any time will not be 
a calamity, for, viewed from the stand- 
point of conservation of America’s 
mineral resources, our irreplaceable 
deposits of copper, lead, zinc and other 
metals will be conserved for posterity. 
In the meantime domestic wants can 
be adequately supplied. 


Mexico as a Field for American Trade Expansion 
By Tuomas R. Taytor 


T seems very probable that Mexico 
has emerged from the long period 


of social and political readjustment 
- through which it has been passing 
since the Diaz régime. 


The decade 
since the dictatorship has brought 


= changes that on the whole 
arefavorable. Mining, manufacturing 


- and commerce have increased; the 


-peons have been given greater liberty 


Re opportunity; and latent strengths 


and weaknesses of the democracy have 


been brought to light. Undoubtedly 


there is now a more democratic Mexico, 
a more practical Mexico and a Mexico 
of more immediate potential power 
than at the beginning of the revolu- 
tionary difficulties. 


and 


Bernarp H. 
Assistant Trade Commissioner, Mexico City 


Chief, Latin American Division, Bureau of Foreign and Domestic Commerce ue) 5 
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It would appear that the elements 
of continued discord have finally been 
pacified and, what is most impor- 
tant, voluntarily so. Observers state 
that all are thoroughly weary of dis- 
order and turmoil and are anxious to 
follow capable leadership. Every in- 
dication is to the effect that such lead- 
ership has been found. The period of 
the provisional presidency has passed 
without unfavorable developments. 
The newly inaugurated president is a 
person of strong personality and execu- 
tive ability and appears to have the 
confidence of the republic and of for- 
eign nations. Accordingly, there seems 
little reason to doubt that Mexico is 
now entering upon a period of enjoy- 
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ment of peace and of the economic 
benefits derived from its internal so- 
cial reorganization. Mining companies, 
banks, exporters, manufacturers and 
others are laying their plans upon the 
supposition that this is true. Commer- 
cial travelers are crossing the border 
in ever increasing numbers; delegations 
representing chambers of commerce 
of various cities of United States are 
touring the country; transportation 
service is being renewed or increased; 
and mines, branch banks and other 
foreign enterprises are being reopened 
or initiated. 

If, as appearances indicate, Mexico 
has entered upon a peaceful period of 
economic development it offers a field 
for American trade expansion that is 
perhaps the most favorable in the 
world. There are several reasons for 
this: (1) Mexico is not passing through 
a financial crisis such as is found in 
many of the countries of the world’; 
moreover, the exchange between Mex- 
ico and United States is not unfavor- 
able to Mexican purchases, whereas it is 
very difficult for most countries to buy 
it the United States; (2) the proximity 
of Mexico is an advantage and (3) the 
wants of Mexico are varied, and the 
market is therefore attractive to almost 
all classes of exporters. 

A critical financial situation is faced 
by many countries considered by 
American exporters as possible fields 
for trade expansion. There have been 
failures of mercantile houses and banks 
and, in certain countries, notably Cuba, 
it has been necessary to establish a 
moratorium. ‘The causes of these con- 
ditions are: the declining prices of 
export commodities, thus indicating 
previous over-speculation and decreas- 


During December and January a crisis 
amounting almost to a panic swept over Mexico, 
resulting in the closure of several banks and a 
decrease in orders. However, this condition ap- 
pears temporary and not as serious as in other 
countries. 
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ing the purchasing power of the people; 
the decline in prices of import com- 
modities, embarrassing merchants who 
contracted for goods at high price 
levels; failure of the countries to secure 
foreign loans; and unfavorable ex- 
change conditions. But, in the case 
of Mexico, there was no extensive spec- 
ulation and there was not the same 
degree of dependence upon a few 
export commodities so that the world- 
wide slump has not been felt so severely, 
though hundreds of mines have closed 
and other industries have accepted 
decreased profits. Nor had the mer- 
chants of Mexico contracted for such 
large quantities of goods as those of 
many other countries, and therefore 
the price recessions did not affect them 
so seriously or lead to such widespread 
cancellations of orders. Furthermore, 
Mexican exchange has been stable and 
consequently it is relatively easy to 
make foreign purchases. If its con- 
dition is contrasted with that of 
Argentina, where the peso is at a dis- 
count of 33 per cent on the dollar, it is 
seen that the American commercial 
traveler will have considerably less 
difficulty in making sales in Mexico. 
Mexico has been likened to a cornu- 
copia whose concave side faces the 
Gulf coast of the United States and 
whose mouth borders the United 
States for over 1,800 miles. In spite 
of the desert that in part intervenes, 
the natural lines of trade of Mexico 
are with the United States. Railroads 
cross the border at several points. The 
distance across the Gulf between Vera 
Cruz and Galveston or New Orleans is 
easily covered by a freight steamer in 
four to five days. This decreases the 
packing problem in the minds of the 
American exporter; in fact to judge by 
results he loses his apprehension so far 
as to become inexcusably careless. 
Representatives can be sent quickly 
and cheaply to guard the exporter’s 
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interest. Communication is rapid and 
there is little loss through delayed 
or garbled cables. Misunderstandings 
over quotations, orders and deliveries 
do not easily occur, or if they do occur, 
they can be quickly adjusted. All of 
these factors make the Mexican mar- 
ket very accessible and attractive to 
exporters and especially to that large 
group which knows but little of prac- 
tical exporting. 

Another feature that renders Mexico 
of interest to almost every class of 
manufacturer and exporting house is 
its demand for goods of all descriptions. 
It is a land of torrid heat and biting 
cold; of dripping rain and sun-swept 
sand; of forest and grassy plain; of 
mines, plantations, grazing lands, lum- 
ber camps, fisheries and manufactures; 
of untamed Indians and cultured rich. 
In it are represented all contrasts; and, 
since it is a nation with an area of 
767,000 square miles and a population 
of 15,000,000 inhabitants, its demands 
are great. 

Complete statistics covering Mexico's 
trade have not been published since 
1913, and the accuracy of the summar- 
ies appearing since that time is open 
to question. According to the official 
statement, however, Mexico’s imports 
in 1918 totaled 164,470,035 pesos, the 
United States contributing 86 per cent. 
During the first ten months of this 
year, the United States exported goods 
to Mexico to the value of about 
$152,000,000. Prominent among the 
exports to Mexico from the United 
States are foodstuffs, such as lard, 
milk, flour and sugar; textiles; iron and 
_ steel and manufactures thereof; lum- 
_ ber; petroleum products; coal; agricul- 
- tural and mining machinery; auto- 
mobiles. The country’s needs during 
the next few years for these and other 
_ products will be greatly increased. Its 
- railroads and highways must be re- 
_ habilitated; new construction work of 
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all kinds is being inaugurated; the 
mines and oil wells will require machin- 
ery and tools; plantations and farms 
will require agricultural machinery, 
pumps and engines; and the market 
for foodstuffs, wearing apparel, toilet 
articles and other goods will increase 
with peace and consequent prosperity. 

In doing business with Mexico, 
however, American exporters may en- 
counter a few obstacles which, it is 
believed, are mostly temporary and 
will disappear with the gradual devel- 
opment of the country and the realiza- 
tion of the plans of the new adminis- 
tration. Among the chief hindrances 
to the development of business with 
Mexico may be mentioned the lack of 
banking facilities, the credit situation, 
the need of loans for the reconstruction 
of highways, railroads, telegraphs, et 
cetera; possible legislation affecting 
trade; and the development of manu- 
facturing in Mexico that would com- 
pete with imported products. 

For several years the banking insti- 
tutions in Mexico have been in a more 
or less disorganized condition, and until 
recently few banks have been able to 
continue business except in the City of 
Mexico. During the revolutionary 
period the banks, fearing raids and 
robbery, were obliged to send the larger 
part of their capital and deposits out 
of the country. For this reason exorbi- 
tant rates of interest had to be charged 
on the small amount of money retained. 
Under the old laws in Mexico, three 
distinct classes of banking institu- 
tions were created : the mortgage banks, 
banks of issue, and banks of promotion. 
The two mortgage or loan banks have 
been able to continue doing business, 
but are under government supervision. 
The banks of issue which were required 
by law to have a certain amount of 
reserves and, failing to comply, were 
taken over by the government are not 


now operating. Except for a few 
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the private concerns, which handle drafts the development of its resources is bit 
in- and do some banking throughout the well advanced. The silver and gold a 
ms republic, the only important institu- mines have been worked for centuries; es 5 
ry; tions are foreign banks established in antimony, copper, lead, iron, coal and 
cet Mexico City. During the last few other minerals have been found and sy 
let months, however, banking operations exploited. The production of petro- 
se have been resumed or inaugurated. leum is second only to that of the res 
y- Favorable banking legislation has been United States, and its possibilities can . 
0, introduced into the Mexican Congress, only be surmised. The forests of hard- 
n- and it is felt, therefore, that the coun- woods in the south of the republic 
1s try will soon have an excellent banking have scarcely been touched, and Mex- 
id system. ico’s varied climate and rich soil allow 
- The American exporter has been for greater agricultural development. 
a- rather skeptical, and perhaps unneces-_ Grains, legumes, cotton, tobacco, sugar, 
S- sarily so,about Mexican credits. Hehas potatoes, coffee and cacao are now 

made his competition with European grown in large quantities, and fruits 


merchants more difficult by demand- 
ing cash with order, sight drafts against 
documents in New York, draft against 
documents upon arrival of shipment 
at border, or other exacting terms. 
While Mexican banking facilities have 
not been so good as could be desired, 
long established and well-known houses 
have earned, and should be given, as 
much consideration as those of any 
other country. The financial respon- 
sibility of these houses can be ver- 
ified through reliable credit agencies, 
the American Chamber of Commerce 
in Mexico, and American banks in 
Mexico City. When the European 
exporter is willing to give from four to 
six months’ credit to houses of known 
reliability, it would appear that the 
American’s demand for cash with order 
is unwarranted, and in fact, many 
Mexicans have called it insulting. The 
agent or representative of the American 
house in Mexico should be given the 
right to use his judgment in granting 
credit in accordance with the custom 
of competitors. 

One of the greatest requirements of 
the new régime in the reconstruction 
of the country is adequate financial 
assistance. In natural resources Mex- 
ico is probably one of the richest coun- 
tries of all Latin America; moreover, 


he 


and vegetables are produced in suffi- 
cient amounts to supply the country. 
The revenue received by the govern- 
ment is now more than it has ever been, 
and it is believed that with a stable 
financial policy, interest charges on 
the foreign debt can be more than 
met. 

Perhaps the most pressing problem 
of the country is the repair of roadbeds 
and the replacement of railroad equip- 
ment. Little economic progress can 
be made until the railroad situation is 
improved. Some equipment has al- 
ready been delivered, and some repair 
and new construction work has been 
started, but large sums must be ad- 
vanced to and expended by the gov- 
ernment before any appreciable im- 
provement is made. 

With each successive administration 
in Mexico, new laws are projected and 
put into operation, and the late Presi- 
dent Carranza promulgated an entirely 
new constitution which became effec- 
tive May 1, 1917. On December 1, 
1920, President Obregon took the oath 
of office, and it is to be expected that 
he will continue the custom of his pred- 
ecessors of issuing decrees and enact- 
ing new laws. Former Provisional 


President de la Huerta had extraordi- 


nary powers permitting him to issue 
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decrees at pleasure, and considerable 
legislation was put in force through the 
use of these powers during his admin- 
istration. New educational, agrarian, 
banking, mining, petroleum and tariff 
laws have been passed or are in process 
of legislation, and these developments 
should be closely watched by Ameri- 
cans in order that they may keep in- 
formed as to what legislation may 
interfere with or expedite the flow of 
business. Protective tariif legislation 
in particular is of the greatest interest 
to the American exporter. 

At the present moment labor in 
Mexico is rather unsettled, but it is 
comparatively cheap, and the number 
of articles that can be manufactured in 
Mexico in competition with American 
products is very great. The United 
States can not compete with the native 
manufactures of such articles as the 
cheaper grades of textiles. The large 
variety of fruits and vegetables raised 
in Mexico will permit the establish- 
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ment of more important canning indus- 
tries. There are now saddle and leather 
manufactures; sugar refineries; tobacco 
factories; factories for making soap, 
gold and silver ornaments, soft drinks, 
wearing apparel and numerous other 
things of less importance. As these 
industries increase in output so that 
the home markets can be conveniently 
supplied, import tariffs will be estab- 
lished to prevent foreign competition. 
Such legislation may inconvenience in- 
dividual exporters, but it is difficult to 
conceive of any legislation or other 
obstacle that can prevent increase in 
exports from the United States to 
Mexico. Between 1909 and 1919 the 
value of exports increased from $49,- 
793,823 to $131,455,101 or 160 per 
cent, in spite of revolutions, the world 
war, and other unfavorable factors. 
It is safe to predict that during the 
next decade the increase will be much 
larger, in spite of declining valuations 
of declared exports. 


Present Outlook United States’ "Trade with 


: RADE does not develop naturally 

between two countries technic- 
ally in a state of war. The War Trade 
Board ruling 814 was amended on 
July 8, 1920, so as to allow “all persons 
in the United States on or after July 8 
1920, to trade and communicate with 
all persons with whom trade and com- 
munication are prohibited by the Trad- 
ing with the Enemy Act,” but the 
legal status of contracts between Amer- 
ican and German citizens and the de- 
gree of protection which their property 
would enjoy are subject to much un- 


Germany 


By J. Anton ve Haas, Pa.D. 
essor of Foreign Trade, Graduate School of Business Administration, New York U niversity 


many ways facilitated American busi- 
ness. No forced liquidation of Amer- 
ican firms has taken place during the 
war, and the law of April 21, 1920, 
provides for the reinstatement of for- 
eign patents and announces that the 
period from August 1, 1914, to July 31, 
1919, will not be counted as part of the 
legal duration. The fact that through 
our failure to ratify the Treaty of 
Versailles we forfeited the benefits as- 
sured under §297, with the result that 
American firms in Germany are now 
subject to the payment of the Reichs- 
notopfer, is embarrassing to those 
firms, but does not seriously interfere 
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with trade. An effective channel of 
trade information has been reéstab- 
lished through the American Associa- 
tion of Commerce and Trade of Berlin, 
which recently has opened offices in 
New York under the name The Amer- 
ican Chamber of Commerce of Berlin, 
and whose official organ, Transatlantic 
Trade, is devoted to German-American 
trade information. : 

Whether a rapid revival of trade can 
be expected after peace is finally de- 
clared and whether this trade will hold 
out large benefits to American indus- 
try are questions which can only be 
tentatively answered after a considera- 
tion of the principal factors involved. 

Germany’s unfavorable commodity 
balance of some $100,000,000 in 1913 is 
largely accounted for by the income of 
the German merchant marine, which 
at that time represented approxi- 
mately 10 per cent of the total world 
tonnage, and by the income of foreign 
investments. The reduction of the 
merchant marine to 300,000 gross tons, 
the loss of the colonies, the liquidation 
of oversea investments, the confisca- 
tion of trademarks and patents, and 
the destruction of marketing organiza- 
tions have cut into the means formerly 
available to Germany for the payment 
of its imports. German imports must 
in the future, to a larger degree than 
before the war, be paid for by exports. 
The higher the payment exacted under 
the terms of the Peace Treaty, and the 
lower the price at which commodities 
will be accepted in liquidation of the 
debts, the greater the flood of com- 
modities from Germany must be. 


Raw MatTeriAu Imports 


Territorial losses will compel Ger- 
many to import a larger share of its 
raw material. In order to maintain 
its iron industry on the same basis as 
in 1913, assuming that the building of 


the Alsace-Lorraine and Silesia plants, 
Germany will now be obliged to im- 
port at least 35,000,000 tons of ore 
yearly as compared with 14,000,000 
tons before the war. The reduction in 
population resulting from territorial 
and war losses would, under normal 
conditions, have meant a decrease in 
the import of foodstuffs. The falling 
off of domestic production resulting 
from war neglect, lack of fertilizer and 
diminished labor efficiency, combined 
with territorial losses, make Germany 
at present, more than ever, dependent 
upon the outside world. 

The amount which Germany must 
import in raw material and foodstuffs 
in order to reéstablish a normal eco- 
nomic life is still further increased by 
the total exhaustion of all reserve stocks. 
Economically, Germany is living a 
hand-to-mouth existence, and it can 
not return to a normal economic life 
until the stocks necessary to give in- 
dustry and commerce stability have 
been replenished, and the machinery of 
industry and transportation has been 
restored to its full productive capacity. 
The American business man must, 
therefore, realize that the country 
which has always been represented to 
him as his most dangerous trade rival 
is now placed in the position where its 
former enemies exert themselves to 
force it to increase its exports of manu- 
factured goods and to restrict its im- 
ports to necessary raw materials. 

Only through a rigid and unrelaxed 
control of imports and exports can 
Germany hope to meet the present 
emergency. This necessity of govern- 
ment control, though denied by many 
interests in Germany for reasons not 
difficult to fathom, becomes the more 
urgent on account of the depreciation 
of the mark. If Germany were to per- 
mit the laissez-faire principle to oper- 
ate, as she saw it operate in 1919, she 
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goods which form the only means of 
payment for the imports she needs so 
badly. In those days it occurred that 
entire factories were dismantled, and 
the machinery sold abroad because the 
factory could not operate on account 
of the lack of raw materials, and be- 
cause the machinery brought attrac- 
tive prices in marks. At present gov- 
ernment control has become even more 
necessary because of the discrepancy in 
purchasing power between the mark 


held within and outside of Germany. 


Imports of foodstuffs paid for in marks 


- not withdrawn from domestic circula- 


tion, the flood of goods through the 
“hole in the West,” which the govern- 
ment was for a while unable to stem, 
the “flight of capital,” and the dis- 
counting of Germany’s obligations un- 
der the Peace Treaty have all been 


__ responsible for this. 


Germany now operates under a 
Zwangswirtschaft; industry and com- 
merce are largely placed under control 
of the government itself, or of the 
strongly organized industrial associa- 
tions operating in harmony with gov- 
ernment purposes. 


Tue “PLANWIRTSCHAFT” 
Trade with Germany in the near fu- 


; ture will be determined largely by the 


“Plan” according to which Germany 
is to rise. The Planwirtschaft, which 
gradually forces industry, transporta- 


_ tion, banking and commerce into an 


economic lock-step, will operate ac- 
cording to the following principles. 
Imports should be reduced to a mini- 
mum through the most complete utili- 
zation of domestic resources. The 
greatest productive capacity should 


_ be obtained through standardization. 


The production of non-essentials should 
be limited. A carefully worked-out 
international price policy should re- 
conquer the lost markets and accumu- 


late the highest possible foreign bal- 
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-Vertrustung,” Berliner Tageblatt, Nov. 27, 1920. 


ances to be used for the pees of 
debts and of purchases of raw mate- 
rials.' 

The organization of a Planwirt- 
schaft is much facilitiated by the very 
pronounced tendency on the part of all 
business enterprises to combine. Scar- 
city of raw materials makes vertical 
combination the natural method to se- 
cure stability in supply and price. 
The loss of branch establishments 
through loss of territory and forced 
liquidation drive the crippled organ- 
izations into new alignments. Ab- 
sorbing already established concerns is 
the quickest method to secure larger 
productive capacity, since the building 
of new plants is at present both time- 
consuming and costly. By acquiring 
larger assets subject to depreciation 
and especially by acquiring them, at 
least on paper, for the prevailing high 
prices, the possibility of much en- 
larged depreciation accounts and other 
secret reserves, is offered as a welcome 
cloak with which to hide the enormous 
profits resulting from a rising price 
level. The funds made available 
through liquidation in enemy coun- 
tries enable the larger plants to absorb 
the smaller, purely domestic concerns, 
who, through the depreciation of the 
mark and the resulting high operat- 
ing costs, are in pressing need of ac- 
quiring more working capital. The 
boom in the stock market makes 
it possible to obtain outside capital 
cheaply and readily. The monthly 
new offerings on the Berlin stock 
exchange average more than 1,000,- 
000,000 marks.” 

It is indeed open to question whether 
the general adjustment of the financial 
life of the concerns to the inflation of 


1 See Director Lusensky’s address before Deut- 
sche Weltwirtschaftliche Gesellschaft reported in 
W eltwirtschaft July, 1920, p. 208. 

*See Dr. Felix Pinner “‘Sozialisierung und 
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values will not in the end hamper their 
competitive position, especially since 
most of the capital increases are ob- 
tained in the form of cumulative pre- 
ferred stock, and are frequently used 
to purchase assets which are certain to 
slump in value as soon as the shortage 
of coal and ore has been alleviated. 
For the present, however, the combina- 
tion movement offers an easy opportu- 
nity for the control of the develop- 
ment of industry. 

The desire to make the domestic re- 
sources supply industry as far as pos- 
sible, finds practical expression if 
many directions. It may be expected 
that the fuel problem will have been 
effectively solved within the next five 
years by an increasing use of lignite, 
by technical improvements in engines, 
and by hydro-electric developments 
which are now under way. The econ- 
omies resulting from these. measures 
now taken as a matter of necessity may 
in the end improve the competitive 
position of German industry. A de- 
termined effort is made to make alu- 
minum take the place of copper in 
order to do away with the necessity 
of importing large quantities of ore 
which would be needed to satisfy the 
copper hunger of German industry.! 
The development of the electro-chemi- 
cal industry will cut down materially 
the need for the importation of ni- 
trates, which before the war amounted 
to approximately 180,000,000 marks a 
year. 

The Reichswirtschaftsrat has de- 
clared itself in favor of eliminating all 
economically unimportant industries, 
but it is not likely that this will be car- 
ried into practical effect with respect 
to those luxury industries which pro- 
duce also for export. The wide margin 
between raw material costs and the 
price of the finished article make them 


*See Commerce Reports, January 5, 1920, and 
August 4, 1920. 
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under present circumstances ideal ex- 


port products.' 


Probably the most significant devel- 
opment is the increasing interest shown 


in the standardization of industry, a 
movement which was initiated by the — 
Verein Deutscher Ingenieure, in May, 


1917, and aims to obtain greater econ- 


omy in production by cutting down the © 


duplicate repair stocks necessitated by = 


individualization. The direct effect of — 
this “normalization” upon the world 


markets will be conditioned by the 


world’s willingness to purchase stand- | 
ardized articles. 


On the whole, costs of production _ 


are low in Germany. Food, coal and 
iron are maintained at prices below — 
those prevailing in the world markets. 
Wages are in most industries far below 
those of the other European countries. 
A skilled workman receives approxi- 
mately sixty marks a day, or, at the 
present rate of exchange, about ninety 
cents. Many industries, more espe- 
cially those not dependent upon im- 
ported raw material are, therefore, in a 
position to underbid in the world mar- 
kets. In the machinery trade, in alu- 
minum, and enamelware articles, and 
in the specifically German lines, such 
as toys and chemical products, the 
Germans are at present underselling 
English and American manufacturers 
by as much as 50 per cent.* 

The deflation, which has taken place 
over practically the entire world with 
varying violence, has_ stimulated, 
rather than hampered, German indus- 
try. It has made possible the pur- 
chase of raw products at more reason- 
able prices, and has offset, to a large 

1See Hermann Muthesius “Qualititsarbeid 
und Luxusbekiimpfung,” Berliner Tageblatt, Oc- 
tober 31, 1920, and Hans Kraemer, “ Die Kampf 
gegen die Luxusindustrien,” Deutsche W irtschafts- 
zeitung, September 15, 1920. 

2 See Commerce Reports, January 10 and Jan- 
uary 30, 1920; The Times Trade Supplement, 
December 18, 1920. 
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and textiles are excepted. 


degree, the effects of continued inflation 
at home. It has also induced sellers to 


give more liberal credit terms in order 
to facilitate the movement of stocks. 


Fear or GerMaN DuMPING 


Isolated notices with respect to Ger- 
man competition, which continue to 
appear in consular reports and trade 
journals, have not failed to arouse a 
fear for German dumping which is not 
entirely without foundation. As long 
as the mark is depreciated in terms of 
gold, as long as domestic prices do not 
fully express this depreciation, as long 
as the currency of Germany is not in 
some way linked to a gold foundation 
through convertibility of the present 
mark, or of some newcurrency to be cre- 
ated in the future, Germany will remain 
a reservoir of potentialdumping. There 
are, however, compensating factors. 

Two significant suggestions appear 
in a notice in the Board of Trade Jour- 
nal of December, 1920: one, to the ef- 
fect that practically all the articles 
about which there is a complaint of 
dumping in England do not require an 
export license in Germany; the other, 
indicating that the complaints refer 
not so much to the volume as to the 
skill with which the goods are placed 
on the market. The law which at pres- 
ent controls German exports, dating 
from December 20, 1919, requires an 
export license for all goods. No li- 
censes are issued unless the prices at 
which the goods are sold correspond 
closely to the market price in the coun- 
try of destination. In the case of 
countries of less depreciated currencies 
quotations in that foreign currency are 
usually prescribed." 

The trade associations charged with 
the administration of this law are at 


1 For a complete description of export licenses 
see W. Pahl, Die Auszenhandelskontrolle, Berlin, 
1920. Some articles among which clocks, toys 
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present using greater care than for- | 


merly to adjust German export prices 
to world prices, though hampered by a 
lack of reliable channels of informa- 
tion. The desire to create foreign bal- 


ances and not to arouse the animosity _ 
of foreign governments which would © 


lead to anti-dumping legislation, such 
as is contemplated at present in 
Sweden, Denmark, Norway, Switzer- 


land, Finland, England, Argentine and | 


Japan, and against which under the 
terms of the Peace Treaty Germany 
has no means of defense, will induce 
them to use the greatest possible care.' 

There are other factors which also 
make the danger of wholesale dumping 
less imminent. 
delivery, and in some cases to guarantee 
stability of price, coupled with a poor 
quality of workmanship and not infre- 
quently, also, of material, 
trade-building factors. German labor 
may be cheap—it is also inefficient. 


The glass industry reports a 30 per a 


cent production with a labor force 


equal to pre-war standards, while the 


German Potash Syndicate estimates 
the individual productivity of the 
workman at about 50 per cent.2 The 
failure’ of German firms to abide by 
their contracts and the practice of the 
export offices to quote prices, which 
frequently allow dealers to supply their 
need more cheaply through some mid- 
dleman in another country than from 
the German factory direct, lead many 
firms to prefer to buy at high prices 
elsewhere, rather than face the risk of 
handling German goods.’ 


1 See Dr. Julius Wolf, Valuta und Finanznot in 
Deutschland. Stuttgart, October, 1920. 

2See Dr. W. Vershofen, “Porzellanindustrie 
und Exportwirtschaft,” in Weltwirtschaftszeitung, 
June 25, 1920. 

3See Dr. Th. Metz, “Lieferfristen,”’ Weltwirt- 
schaftszeitung, June 25, 1920; also Mr. Q. J. 
Terpstra, “ Nieuwe Beroering in Onze Metaal In- 
dustrie,”” Economisch-Statistische Berichten, Jan- 
uary 14, 1920. 
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The lack of working capital and the 
increased costs of bank credit! make it 
necessary in practically every case, not 
only to do business on a cash basis, but 
also to make a substantial deposit when 
placing an order. Low prices may not 
prove a sufficient inducement to over- 
come all these trade difficulties. 

With the exception of certain raw 
materials and food products, no goods 
can at present be imported into Ger- 
many except on license. American 
goods are now finding their way into 
Germany, but they are almost exclu- 
sively raw products, foodstuffs and 
manufactured articles, which may be 
classed as necessities. In so far as im- 
port licenses can be procured, there is 
in Germany at present a good market 
for luxury articles on account of the 
shifting of wealth into the hands of 
those little accustomed to it. 

The very circumstances which make 
imports difficult make Germany an 
attractive field for the investing of 


American capital. The domestic mar-’ 


ket is hungry for goods, while low oper- 
ating costs under proper management 
make Germany a natural distributing 
center for Europe. The National Cash 
Register Company is now building a 
factory in Germany, while during June, 
1920, the Amstea Company was organ- 
ized in Berlin by the American Steel 
Export Company, the Automotive 
Products Corporation and the Eastern 
European Trading Company. Ger- 
many’s capital shortage is attracting 
also capital from Holland, England, 
France, Sweden and Switzerland. 
This Verfremdung, or, denationaliza- 
tion of German industry, is causing no 
little concern in Germany. From the 
point of view of American industry the 


1 In an article in the Berliner Tageblatt of Octo- 
ber 19, 1920, “Die Verteuerung des Bankkre- 
dits” the author quotes a case in which, in conse- 
quence of the method of figuring the turn-over 
tax on accounts current, one firm was charged 
52 per cent for credit accommodation. 
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a number of trust organizations have — 


investing of American capital in ok 
many must be looked upon with favor. _ 

The shift in capital will aid in rapidly 
and permanently rehabilitating and 
stabilizing the foreign exchange rate 
while avoiding the flooding of our mar- 
ket with German goods. : 


Tue “ VEREDLUNGSVERKEHR” 


Of no less importance is the develop- 
ment of the Veredlungsverkehr. 'This 
is a method of international codpera- _ 
tion by which the German manufac- _ 
turer is supplied with raw products ae 
with the understanding that he an ‘ 
turn over to the foreign merchant a ; ie: 
certain percentage of the manufac- 
tured goods. Throughout the process _ 
raw materials and finished goods re- 
main the property of the foreign firm 
until the German manufacturer has 
liquidated his loan. Special facilities 
are offered by the German govern- 
ment for the development of this oh 
method of codperation. It forms the 
most effective and economic means of 
translating German labor into pur- | 
chasing power in the raw material oe 4 
markets. It has, moreover, from the © 
German point of view, the advantage | 
that the manufacturer is no longer 


tempted to import excessive amounts 
of raw material, using bank credit, <a i. 


pledging his factory as security. The 
foreign merchant, moreover, bears all 

risks of changes in the market prices. __ 
On the other hand, the foreign firms _ 
profit not only by the cheap costs of —_ 
production, but also in their being able 


to control the character of the finished 


goods, the place where the goods shall 
be marketed, and the price they shall — 
bring, thereby affording greater pru- | 
tection to their own domestic industry. * 
An additional benefit accrues to both 

from the use thus made of an already a 
existing sales organization. In order to 
protect the interests of the foreign firm _ 
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been organized which will guarantee 
that the raw material supplied will be 
used as provided for in the contract, 
and that the property rights of the for- 

eign firm will be fully protected.! 

According to the Deutsche W irtschafts- 

- 2eitung of May 1, 1920, a company was 
| canted in New York with a capi- 
tal of $2,000,000 for the purpose of 
supplying raw cotton to German firms 
and accepting finished goods in pay- 
ment. The Lancashire textile firms 
and those of Holland and Italy have 
established this method of coéperation 
with the German factories with vary- 
ing degrees of success. 

The ultimate effect of this method of 
trading is not different from that of the 
direct barter established through the 
Swiss Barter Institute,? and through 
private organizations like the Central 
European Trading Company of Lon- 
don, which exchanges raw products for 
their equivalent in finished goods with 
the firm Schubach, Thiemer & Co. of 
Hamburg. 

In principle, the difference between 
the Veredlungsverkehr and the direct 
barter method lies in the fact that the 
former is essentially a credit transac- 
tion financed by the owner of the raw 
material, while the latter is as a rule a 
cash transaction.’ 

The barter method allows the Ger- 
man dealers to procure their raw 
materials in exchange for essentially 
German goods and allows them greater 
freedom in selecting goods for this ex- 
change which possess a large degree of 

1 The Deutsche Waren-Treuhand A. G. of Ham- 
burg, organized in the spring of 1920, is one of 
these institutions. 

2A detailed description of the Schweizerische 
genossenschaft fiir Warenaustausch can be found 
in Die Schweizerische Volkswirtschaft im Ueber- 
gangsjahr 1919. Published by the Schweizerische 
Bankverein of Basel. 

* The Geschiifte mit Valuta klausel as practised 
by the Swiss Barter Institute are credit transac- 
tions in which the country of low exchange sup- 
plies the credit. 


value with a low material cost.'_ With- 
out being embarrassed by currency dif- 
ficulties, they secure all the benefits of 
the world market price for their fin- 
ished goods. The advantages are to 
some extent offset by the necessity of 
employing middlemen and by the gov- 
ernment export regulations which have 
thus far not favored this method of 
exchange. 

Germany as a buying and selling 
market for America presents, there- 
fore, the following picture. It is a 
country of a low standard of living and 
a depreciated currency, and, therefore, 
of low costs in many manufacturing 
lines, except in those lines where raw 
material or capital investment are the 
determining cost factors. Exports and 
imports are controlled both as to price 
and volume according to the needs of 
the country and of German industry, 
which constantly is becoming more 
centralized and more easily whipped 
into line. On the whole, it is a poor 


“place to sell and a good place to buy. 


Many factors contribute to lessen the 
danger of this situation. Everything 
which contributes to raising the price 
level in Germany in terms of gold will 
accrue to the benefit of American in- 
dustry. Indiscriminate export credits 
will depress the mark still further and 
will aggravate the situation, except in 
so far as these credits are fully covered 
by reéxports of finished goods. The 
investment of American capital in Ger- 
man industry will have a salutory ef- 
fect in hastening the rehabilitation of 
the mark and in allowing some measure 
of control in the sale of finished 
goods. 

Another method of codperation by 
which both sides would profit may be 
found in agreements which would al- 
low American manufacturers to act as 
distributing agents for German goods 

1 This is spoken of in Germany as a “ high 
production coefficient.” 
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jn the American and foreign markets. 
_ The Germans would save time and ex- 


pense in being relieved of the necessity 
of rebuilding their own sales organiza- 


o XAMINATION of American trade 
relations with the Far East and 
the problem of their future develop- 
ment along peaceful lines offer to man- 
ufacturers and merchants an interest- 
ing field of large opportunity, and to 
students and statesmen a realm of use- 
ful study. We front the Pacific basin 
with a great coastline and have in it 
the important outposts of Hawaii, the 
Philippines, Guam and our part of the 
Samoan group. Its trade on our West- 
ern coast, in Japan, in China, in the 
East Indies, in Australia and the South 
Seas is expanding rapidly, and each 
year must add to its volume and to the 
importance of our political, social and 
cultural relations to the nations which 
participate in it. In time there must 
be duplicated, possibly exceeded, all 
that has been done in the Atlantic 
basin. Therefore, there lies before us 
as a nation no more important problem 
than the ordering, in peace, of the part 
that we are to play, in our several re- 
lationships to it, in the Western ocean. 
Survey—even cursory—of our paste 
experience there is both instructive and 
interesting. Some excellent things dis- 
close themselves, but the chief conclu- 
sions that came to me from my survey 
were, first, that our changing govern- 
ment had failed almost invariably to 
maintain a consistent or constant pol- 
icy, either toward its neighbors or 
towards its own traders; and, second, 


that our commercial efforts had been 
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tion, while American interests would 
profit by being able to control to some 
extent the basis of competition with 
American industry at home and abroad. 


~The Chinese Consortium and American Trade Relations 
with China and the Far East 


By Tuomas W. Lamont | g 
J. P. Morgan and Co. 


sporadic and not sustained. Probably 
the first inconstancy reacted upon the 
second, and it is likely that the extraor- 
dinary developments at home that 
followed the discovery of gold in Cali- 
fornia and our Civil War served to 
make us self-centered in our business 
effort. This alternate development 
and contraction is curiously exempli- 
fied by our commercial experience with 
China where our trade has moved in 
a series of definitely marked cycles. 
We began there with the romantic and 
inspiring era of the clipper ships 
which, sailing chiefly from New Eng- 
land ports, began in colonial times to 
trade with China. Slow at first in ex- 
pansion, our trade finally grew in im- 
portance. After that, in the middle of 
the last century, came the period of 
the great American hongs or business 
houses in China, established by mer- 
chants from New England and New 
York. These hongs, after years of 
extraordinary prosperity, one by one, 
surrendered the field to British and 
European traders, no doubt because 
American ships had by that time dis- 
appeared from the sea and without 
ships competition with the Europeans 
was impossible. 

There was still another era, developed 
first by the enterprise of our western 
merchants, and the Pacific Mail Steam- 
ship Company, supplemented later by 
the Canadian Pacific Railway, the late 
James J. Hill, and men like Robert 
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Dollar. The extension of Japanese 
steamer lines to our coast aided in its 
development, as did the events which 


flowed from Dewey’s victory in Manila 
4 bay. This particular cycle contracted 
somewhat when the production of 
wheat and flour in Siberia curtailed our 
a trade in those products, and it 
- was adversely affected by other cir- 
cumstances. But a large volume of 
: business continued and still continues 
it. 

 . It should be pointed out that our 
a trade with Japan has followed an en- 
ss tirely different course, although the 
_ balance of trade there has almost in- 
s ariably been against us. Beginning 
in the closing decades of the last cen- 
tury, trade has expanded until the 
United States is now Japan’s best 
customer, and Japan in turn takes a 
large and assorted quantity of our 
products. The latest figures indicate 
that approximately 40 per cent of 
Japan’s total export and import trade 

is with the United States. 

It would appear that we are on the 
threshold of still another and greater 
era of commercial relations with China, 
and all the Orient. From every stand- 
point the situation is worthy of intelli- 
gent consideration, preparation and 
treatment. As to both national policy 
and the interest, organization and gen- 
eral equipment of our business men 
and corporations, we are probably in a 
more advantageous position than ever 
before. Yet it remains to be seen how 
we shall respond to the approaching 
opportunity. John Hay gave his 
genius and his name to our greatest 
constructive policy as to China, poten- 
tially the most important of the Orien- 
tal states; and his dictum of the “Open 
Door” and equality for all in China, 
of the preservation at the same time of 

the integrity and sovereignty of the 
old Empire, now changed to republic, 
has been extended by Knox and 


Lansing until—in basic matters of 
economic development—it seeks to 
accomplish international coéperation 
in and for China, as opposed to inter- 
national competition and rivalry. 


PuRPOSE OF THE CONSORTIUM 


The Consortium for the assistance of 
China, recently organized, is the ex- 
pression of the Hay policy as developed 
by his successors. Just as, a genera- 
tion or two ago, there was the tendency 
of the great nations of the earth (except 
the United States) to encroach unduly 
upon the sovereignty and national 
assets of China, to take material ad- 
vantage of the political weakness of 
that country, so the Consortium now 
offers itself as an offset to, and sub- 
stitute for, that old policy. That was a 
nationalistic and political formula 
which in China was creating spheres 
of influence detrimental alike to the 
Chinese and to the happy development 
of commerce by the rival countries. 
The inevitable result of this process 
was to engender jealousies that were 
dangerous, especially when China, in 
evolution from monarchy to republic, 
was incapable of resisting aggression. 

The investment groups composing 
the Consortium and the governments 
(American, British, French and Japan- 
ese) which urged its organization, hope 
that, by substituting codperative for 
competitive effort, China can gain the 
support and development she needs at 
lower cost and at infinitely greater 
security to herself; that she can have 
opportunity to gain her stride; and 
that the reflex of all this upon 
the nationalities represented in the 
Consortium—or partnership—will be 
wholesome. The Consortium does not 
purpose to engage in private business or 
banking in China, but to concern itself 
with the larger basic enterprises like 
railways, highways, water communi- 
cations, terminals, currency reform, 
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ete. If this program can be carried out 
-—and there does not appear to be any 
good reason why it can not—the results 
will be of far-reaching influence and 
importance. In the first place, China 
needs better transportation and com- 
munication. She has good waterways, 
but they should be improved. Her 
seven thousand miles of railways, in a 
_ territory larger than the United States, 
are wholly inadequate. Great areas, 
many of them now highly productive, 
are shut off from one another, and 
some of them have no outlet of any 
kind. The adverse influence of this 
condition on the business of the coun- 
try and upon the social and political 
life of the people is at once apparent. 
_ Adequate transportation and a sound 
- eurrency would give a great impetus 
to agriculture, the chief industry of the 
country, the developane nt of 


"sources, improve political conditions 
and give to all private enterprise the 
stimulus that comes from greater 
stability. 

_ The Consortium is an expression of a 
‘new attitude toward China and the 
_ Chinese. Heretofore, with some not- 

able exceptions, no one has been 
particularly concerned about the con- 
dition of China. From time to time 
efforts from outside, looking to change 
and improvement in China, have been 
made, but most people looked on with 
indifference, content to let matters take 
their own way. Some were cynical 


_ China. But now, on the part of al- 
most all the outside nations, there is a 
- distinct desire to improve conditions 
and a growing realization that a stable, 
solvent, orderly China is ‘a better 
neighbor and customer, and a less dan- 
gerous pouitical entity, than a China, 
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viduals. One of my cynical friends 
tells me all this arises because the in- 
vested and commercial stakes of the 
powers are now so large that they are 
becoming concerned lest they lose 
them. This fact may have some in- 
fluence, because everybody’s stake is 
large and the chances for everybody 
materially will be greater and better in 
an orderly, progressive China; but I 
refuse to accept it as the chief reason. 
My belief is that the new attitude be- 
speaks the greater enlightenment, the 
greater sense of human justice, the 
higher appreciation of the rights of our 
competitors that—despite the terrible 
setbacks of the Great War—have come 
to all nations in recent years. 


NATIONAL CONSCIOUSNESS IN CHINA 


China gives much promise of rising 
to the new opportunity that is opening 
to her. China, for years, clung tena- 
ciously to her age-old traditions and 
customs while her nearest neighbor— 
Japan—was seizing all that was best in 
modern life. China lived in the past 
and was likened to a slumbering giant. 
But now that giant is awakening from 
the Rip van Winkle slumber that had 
run for nearer twenty centuries than 
twenty years. The giant is rubbing his 
eyes and opening them to new visions. 
There is a great growth of national feel- 
ing now going on in China, a feeling 
that, if we Americans encourage and 
assist it, is bound to liberalize, to mod- 
ernize China. Among the universities 
there is close study of government and 
economics. Chinese students, who are 
the most apt students I have met in the 
whole world, are scattering throughout 
their country and spreading the gospel 
of better government, better living. 
We must not be misled by press reports 
of disorder and factional fighting in 
China. It is true that there is lack of 
organization, that the central govern- 
ment is not strong. It is less than ten 
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aa since China shook herself free 
from the thrall of an ancient and abso- 
lute monarchy. She can not be ex- 
pected to settle down into the grounded 
ways of a modern republic without 
occasional setbacks. The point to re- 
member is that she is making steady 
progress. China, in her march towards 
stable self-government, has to traverse 
valleys as well as hills before she 
reac thes the heights whence she can view 
the promised land of genuine stability. 


AMERICAN OpporRTUNITIES IN CHINA 


_ The thing to remember is that in 
_ China’s march forward she is look- 
ing to America for her guide, her coun- 
selor and her friend. This feeling is 
due to several circumstances—one, the 
renunciation for almost twenty years 
by the United States of her share of the 
Boxer indemnity, a good part of this 
fund having been devoted to the edu- 
cation of Chinese students in America. 
A greater reason for China’s friendly 
sentiment is that the United States has 
never sought to exploit China nor dom- 
inate any part of her territory. While 
other nations have been making profits 
from their trade with China, America 
has poured millions of dollars into the 
work of medical missionaries and the 
improvement of sanitary conditions in 
China. The new and wonderful medi- 
cal school and hospital, erected in the 
center of Peking by the Rockefeller 
Institute, alone cost six million dollars, 
and its endowment will require another 
half million dollars per annum. The 
Chinese are intensely human. Of 
course they appreciate such a spirit of 
sympathy as has been shown by Amer- 
ica; they give us their confidence. 
This confidence is a business asset to 
America, and such a confidence must 
never be abused. Rather, it must be 
fostered by high commercial ideals. 

I never imagined—auntil I went out 
there—a region calling for the products 
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of American industry so strongly as 
China will call in the next twenty years. 
A great system of railways must be 
built, and its inception should not be 
long delayed. Those railways will re- 
quire a fair share of American steel, of 
American bridges and of American 
equipment. The country calls for elec- 
trical equipment, for all the multitudi- 
nous forms of farming implements re- 
quired in that intensely agricultural 
land, now cultivated with the rude 
implements of the long ago. China 
will demand cotton mill machinery on 
a greater scale, and machine-making 
tools. Then it will require quantities 
of mining machinery for both the baser 
and the precious metals. Finally, 
those four hundred millions of kindly, 
honest and highly intelligent people 
will require, on a prodigious scale, the 
many domestic appurtenances that 
American ingenuity evolved. 
Americans will find many attractive 
opportunities to engage in various en- 
terprises in China, in codperation with 
the Chinese. We can give them ex- 
perience in engineering, manufacture, 
machinery and organization; they can 
be tremendously helpful as to labor and 
the various local problems that an in- 
experienced foreigner does not under- 
stand; they also can furnish their share 
of the capital. Several such enterprises 
are operating and the results are most 
promising. 


Muuirary Party LIBERALS IN 
JAPAN 


It is difficult to discuss the future 
trade and financial relations of the 
United States and Japan without con- 
sidering the political relations. We 
are hearing a great deal of Japan these 
days, some of it good and some of it 
bad—some of it true, much untrue. 
Scores of people have asked me since 
my return: What is the real Japan? 
I find a tendency | on the part of 
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_ most people to be either intensely pro- 
or anti-Japanese. Now the truth is 
that no one can meet the Japanese 
upon intimate terms and leave them 
unmoved by admiration and friend- 
ship. At the same time, no one study- 
ing their conditions can fail to detect 
certain serious defects in their govern- 
ment and political institutions. It is 
not true that Japanese men of business 
are sharp and untrustworthy. The 
apanese business men are not as frank 
as we are. They want to be, but they 
do not know how. For generations 
x they have been taught reserve. It is 
bred in the bone and in the flesh. But 
I want no more honest person to deal 
with than the Japanese business man. 
As far as he alone is concerned, you 
can well afford to trust him and to 
enter into important relations with 
him. Japan is commercially today 
under a handicap which I should 
hardly attempt to analyze if it had not 
been done for me by the Japanese 
themselves. This handicap is the 
policy of the so-called Military Party 
which, of recent years, has been so 
strong as almost to constitute an actual 
supergovernment. 

There are two schools of thought in 
Japan and the cleavage is a deep one. 
In general, the men of affairs—manu- 
facturers, great merchants and bankers 
—are liberal in their ideas. They be- 
lieve, as we do here in America, that a 
nation’s development, to be sound and 
sure, must be along lines of peaceful 
trade and the cultivation of good will. 
The other party in Japan, the Mili- 
tarists, have a somewhat different 
philosophy. They might not admit it, 
but if you study their actions you will 
realize that they still think the world 
is ruled by force rather than by ideas. 
They believe in a mighty army and 
navy. They are sincerely convinced 
that Japan’s safety and future lie in 
having a dominating influence on the 
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continent of Asia. They have taken 
Korea and made it a part of Japan, 
incidentally improving its material 
condition distinctly. They hold Port 
Arthur. They took Shantung from the 
Germans in the recent war and up to 
date seem to have Japanized it far 
more completely than it was ever 
Teutonized during the years that Ger- 
many held it. They have occupied 
Vladivostok on the Siberian coast; they 
control the mouth of the Amur River 
and they have recently over-run the 
Russian half of the island of Saghalien. 
In reciting this I am not criticizing: I 
am merely summarizing what the 
newspapers have told us hundreds of 
times. 

The Japanese Military Party have 
pursued this policy on the theory that 
in these measures lay the only sound 
defense of national safety that Japan 
could devise. They sincerely feel that 
to make a food supply certain for their 
growing population domination of a 
part of Asia is necessary: ordinary 
trading is not secure enough. This is 
a political philosophy which is per- 
fectly understandable. But in the 
pursuance of its policy, according to the 
liberals in Japan, this Military Party 
seems to have overlooked certain eco- 
nomic considerations. Their efforts in 
China, their expeditions to Siberia 
have been enormously expensive. And 
the increase of the navy and the 
maintenance of the army are a serious 
burden upon the people of Japan. 
Her national debt is inconsiderable, 
but her taxes are heavy, and an extraor- 
dinary proportion of her budget is for 
the military establishment. Japan 
is not a rich country in natural re- 
sources, and her people can not afford 
these heavy outlays unless they bring 
in compensating dividends. They do 
not. On the contrary, they seem to 
bring liabilities. For instance, because 
of Japan’s “twenty-one demands” 
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cobperation on a grand scale. 
shall continue to buy Japan’s silks and 


served on China in 1918, and because 
of her action as to Shantung, there has 


suede throughout China. Japan has 
lost—at any rate, for the moment—a 
part of her most valuable foreign trade. 
As one of her leading government 
officials said to me, in Far Western 
slang, “‘We are in terribly Dutch in 
China. By becoming partners in the 


new consortium with Americans, who 


are popular in China, we hope now to 
fare somewhat better.” 
Meanwhile, Japan would welcome 


4 American capital on a large scale to 


develop her own industries. She has a 
limited supply of coal and is anxious 
to develop her water powers on a grand 
scale. She feels sorely the need of 
building good roads and of constructing 
new trolley lines. The United States 
will, as time goes on, be in a position to 


7 a supply a good part of this demand. 


_ Our investment community can fur- 
nish much of the capital; our manufac- 
turers can supply much of the machin- 
ery and equipment that are needed. 
At the present time, however, the 
apparent policy of Japan’s Military 
Party will prevent any such American 


We 


trade with her along ordinary lines, 
but we shall hardly be encouraged to 
accept her invitation to codperate 
actively in the development of her 


- enterprises until we feel more assured 


that her Military Party is not going to 


_ bring her into additional financial dis- 


. Japan just now can not afford 
ambitious over-sea policy of expan- 
sion. Her business men realize this, 
and they are urging the Military Party 
to be guided by more conservative 
counsels. As soon as we see a con- 


structive change in the foreign policies 
that I have described, then indeed we 
can well afford to invest largely in 
Japanese development. 
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Meanwhile, we must not forget that 
dating from the days of Commodore 
Perry, Japan has looked upon the 
United States as an old-time friend and 
helper. We must not overlook the 
wonderful material accomplishments 
that our nearest neighbor across the 
Pacific has made in the last fifty years. 
We must be tolerant in our judgments 
of nations as well as of man. The 
Japanese have a sincere and intense 
desire for the abiding friendship of our 
country, and no American can be long 
in Japan without warmly reciprocating 
that desire. There is every reason 
why the two nations should be on the 
closest and friendliest footing. Even 
the perplexing California question is 
susceptible of amicable settlement if 
only we Americans show a little tact 
and a respect for Japanese suscepti- 
bilities. The Japanese are one of the 
proudest and most ancient people on 
the earth. Their manners to foreign 
visitors are a revelation of grace and 
courtesy. They expect in return a 
little of that same deportment. It is 
not so much what we do on the immi- 
gration question, as the way we do it. 
Certainly to one who has gained an in- 
timate glimpse of the Japanese, it 
would seem certain that, with any 
ingenuity at all, we ought to be 
able to devise a formula which would 
meet the views of California and at 
the same time measurably satisfy the 
Japanese. 


OpporTUNITIES IN SIBERIA 


I have not mentioned Siberia, the 
great undeveloped Russian state on the 
Pacific. I believe John F. Stevens, the 
eminent American engineer who has 
been managing the Chinese Eastern 
Railway for the Allied governments, 
can describe its possibilties better than 
Ican. I met him at Mukden in Man- 
churia on my way out of China. What 
he said to me was this: 
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I have come down from Harbin, a jour- 
ney of seven hundred miles here and re- 
return, just to spend an hour with you 
and give you a message to the business 
men of the United States. That message 
is that they must never rest content until 
in Siberia the door of opportunity is surely 
kept open, so as to give free and equal 
trade opportunity to America and to all 
the other nations; so as to assist in the 
development of that wonderful region. 


He, who had been working in that 
region steadily for three years, as you 
know, described to me in sober, re- 
strained language its great resources as 
an agricultural, a timber and a mining 
region. “Siberia,” he said, “‘is one of 
the great granaries of the world.”’ It 
has for export great quantities of wheat. 
Hundreds of carloads of hides were 
waiting means for export. The forests 


are of immense variety and value. 
_ With exportable products that can be 


made available on such a grand scale, 
it is manifest that, in order to pro- 


duce those commodities, the very 
_ things that Siberia requires are best 


made in America—harvesting machin- 


ery, mowers, reapers, tractors— and then 


more tractors. It is for our Govern- 
ment to keep open this door until the 


_ people of Siberia, with saner views 


than their Bolshevist brothers of 
European Russia, organize themselves 
politically, or until political conditions 
in all Russia become stabilized. 


AMERICAN TRADE IN THE PHILIPPINES 


An important factor of our trade 
with the Far East is the Philippine 
Archipelago. Under American occu- 


_ pation and inspiration, the industries 
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of the islands have been tremendously 
stimulated and there has grown up a 
flourishing trade with the United 
States. The islands need more capital 
in order adequately to develop their 
industries and important public enter- 
prises. For instance, the Port of Man- 
ila should be extended and enlarged, 
more piers built; and there is need for 
a drydock capable of receiving the 
largest liners and freighters. The 
United States is the only country where 
the large sums of money necessary for 
these enterprises may be obtained, but 
because of existing political conditions 
in the Philippines American investors 
are chary about advancing them. The 
political leaders of the Islands are de- 
manding independence from the United 
States. Naturally there is some mis- 
giving about their ability as yet suc- 
cessfully to paddle their own canoe, 
and a realization that if they fail their 
control must almost inevitably pass to 
other hands, to peoples with political 
ideals, perhaps widely differing from 
those of the United States. If there 
could be assurance that American in- 
vestments would be protected by 
stable government and just laws there 
would be no great difficulty in obtain- 
ing the money needed. Meantime, 
there must be considerable natural 
growth in this lucrative trade with the 
Philippines unless it is disturbed by 
adverse political conditions or con- 
trolled by a rival trading power. 

We face in the wide stretches of the 
Pacific an opportunity and an obliga- 
tion; as we are responsive to our obli- 
gations, so we shall realize our oppor- 
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_ Shipping Services for American Foreign Trade— © 


The Present Situation 
By L. Marvin 


Vice-President and General Manager, American Steamship Owners’ Association 
In 1920 we conveyed 42.7 


ITH a total of 16,324,024 gross 

tons of shipping, privately- 

owned and government-owned, the 
American merchant marine now stands 
a close second to the merchant shipping 
of the United Kingdom, which is only 
about 2,000,000 tons larger at the 
present time. This total of 16,324,024 
tons includes our smaller coastwise 
vessels and the 2,595,062 tons of ship- 
ping on the Great Lakes engaged in 
port-to-port commerce. Considering 
only the seagoing vessels of upwards of 
500 gross tons, the American merchant 
marine has an aggregate tonnage of 
12,264,282, of which privately-owned 
tonnage represents 4,810,520 gross 
tons, and United States Shipping 
Board tonnage, 7,453,762 gross tons. 
This American fleet of seagoing vessels 
is somewhat more than twice as large as 
the entire German merchant shipping 
before the outbreak of the Great War. 
Of all of our seagoing American 
merchant ships of upwards of 500 gross 
tonnage, 1,974,965 tons are enrolled 
for the coastwise trade and 10,289,317 
tons are registered for foreign com- 
merce. All of the recent notable in- 
crease in American merchant shipping 
has been in the amount of tonnage 
engaged in carrying overseas—the 
coastwise tonnage having remained al- 
most unaltered. The 10,289,317 tons 
of seagoing vessels registered for foreign 
commerce at the end of 1920 show an 
impressive contrast with the 1,076,152 
tons registered for foreign commerce 
on June 30, 1914. Our tonnage avail- 
able for international traffic has in- 
creased tenfold in six years. In 1914 
we were conveying only 9.7 per cent of 


our and in our own 


vessels. 
per cent. 
It should be remarked, however, in 
this connection, that while 10,289,317 
tons of our present shipping are reg- 
istered for foreign trade, this aggregate _ 
includes upwards of 600,000 tons of 
emergency-built wooden steamers now 
withdrawn from traffic—and probably 
withdrawn permanently—as well as 
1,262,000 tons of steel vessels of the 
Shipping Board laid up unemployed 
but likely to return to service. Our 
active merchant carriers, however, 


have not far from four times the capac- _ 


ity of the total merchant shipping of 
Norway, or of France, or of Japan, 
which rank next after the United States 
as commercial maritime powers in 
1921. 


The new war-built shipping, which 
makes up seven-tenths of our total — 


seagoing shipping, is not an ideal 
fleet in type and character. 
been 


merchant tonnage along our accus- 


tomed commercial lines, the ships, of _ 


course, would have been much more 
carefully designed. They would have _ 
been as a whole of superior speed and | 
average size, and they would have had | 


very many more passenger, mail and _ 


fast freight liners among them. But 
the American people have nothing to 
apologize for on this account. They 
were suddenly compelled to create a 
vast “emergency fleet,” to hurry sup- 
plies to their anxious Allies in Europe 
and to send our own boys over to the 
fields of France. Therefore, waiving 
all calculations of commercial advan- 
tage, we constructed the ships that 
could be most —— built and made 


If we had 
deliberately constructing the 
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yeady for service—the conventional 
_ “tramps” familiar to the ocean high- 
ways of the world. 

There were belonging to the Shipping 
- Board on June 30 last, 1,123 steel 
cargo steamers, 15 refrigerator steam- 
__ ers and 63 tank steamers, as contrasted 
with only 27 steel passenger steam- 
ers and $ transports. Even including 
the considerable number of ocean pas- 
_ senger steamers owned by private 
- companies, there is still a very marked 
_ deficiency of passenger tonnage in the 
American merchant marine. 


DrvecopmMent or New Carao 
SHIP SERVICES 


What has chiefly distinguished the 
new merchant shipping era of the 
_ United States is the widespread devel- 
- opment of new cargo steamship serv- 
_ ices—any similar extension of passen- 
_ ger, mail and express freight services 
was, of course, impossible. Under the 
auspices of the Shipping Board, 
American cargo steamers are now 
Operating from this country to every 
_ important commercial country in the 
world. Before the war our equipment 
of overseas shipping under our own 
flag was exceedingly inadequate for its 
purposes. The half-century-old Amer- 
ican Transatlantic Line was operating 
from New York to Great Britain and 
France. A few American steamers 
were on the Red Star route to Ant- 
werp. These few ships, not more than 
a half dozen all told, represented the 
entire participation of the American 
flag in regular transatlantic carrying. 
Other American cargo craft made 
casual transatlantic voyages. There 
were no other regular American west- 
ern ocean services beyond the activi- 
ties already described. 

Across the Pacific at the outbreak of 
the world war one American steamer, 


the Great Northern Minnesota, of 


20,000 tonnage, largest in our mer- 
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chant marine, operated from Puget 
Sound to the Orient. Five American 
steamers of the famous old Pacific Mail 
Company were running via Honolulu 
to Japan and China. The Oceanic 
Line had three ships in service from 
San Francisco to New Zealand and 
Australia. This was the total of our 
Pacific liner transportation—and the 
Minnesota and the five Pacific Mail 
liners were withdrawn and sold in 
1915 on the enactment of the La Fol- 
lette Seamen’s Law. 

A branch of the Pacific Mail Com- 
pany sent small steamships coasting 
down from San Francisco to Mexico, 
Central America and the Isthmus of 
Panama, whence the Panama Rail- 
road Company’s fleet, owned by the 
War Department, went northward in 
the Atlantic to New York. The New 
York and Cuba Mail Steamship Com- 
pany (Ward Line), the United Fruit 
Company, the Munson Steamship 
Line, the Clyde Line and the Red 
“TD” Line maintained services from 
North Atlantic and Gulf ports to the 
Caribbean region, where alone in all 
the world the American merchant 
flag was dominant. Our relatively few 
“‘tramp”’ steamers and large sail ves- 
sels made occasional voyages to South 
America; but, with the exceptions 
noted, American merchant shipping 
was confined to the coasts of the United 
States and to domestic commerce with 
Alaska, Porto Rico and Hawaii. 

Now, because of the war and its re- 
quirements, this condition has quickly 
and completely changed. Private cap- 
ital and enterprise have established 
new passenger and cargo services from 
our Atlantic coast to Hamburg and 
into the Mediterranean, and private 
capital and enterprise, in codperation 
with the United States Shipping Board, 
are operating 202 established general 
cargo berths between the United States 
and the ports of various foreign coun- 
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4 “tries. No fewer than 100 of these 202 


general cargo berths are from ports of 


~ 


_ the North Atlantic, while 27 are from 

ports of the South Atlantic, 54 from the 
Gulf and 21 from ports of the Pacific. 

American cargo steamships are for the 

‘first time in regular operation out of the 

Gulf to European and other distant 
ports. These are some of the entirely 

= American-flag, regular, general 

cargo services: 

New York to South and East Africa 
New York to East Coast of Africa via 

Red Sea 
New York to India 
New York to Dutch East Indies and 


New Orleans to Far East 

New Orleans to India 

Pacific Coast ports to Far East = 

Pacific Coast ports to Australasia 

San Francisco to East Coast of South 
America 

South Atlantic ports to East Coast of 
South America 

South Atlantic ports to West Indies 

Philadelphia to Far East 

Portland, Me., to Antwerp 

Boston to Antwerp 

Boston to Constantinople and Black Sea 
ports 

Boston to Copenhagen and Gothenburg 


These services are being operated 
under authority of Section 7 of the 
Merchant Marine Act of June 5, 1920, 
which directs the Shipping Board 


to investigate and determine as promptly 
as possible after the enactment of this Act, 
and from time to time thereafter, what 
steamship lines should be established and 
put in operation from ports of the United 
States, or any territory, district or posses- 
sion thereof, to such world and domestic 
markets as in its judgment are desirable for 
the promotion, development, expansion 
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Straits Settlements 
San Francisco to Dutch East Indies and 
Straits Settlements 
New York to Australasia 
New York to Far East wield wil 
Baltimore to Far East 
Jacksonville to Far East Fug A 


and maintenance of the foreign and coast- 
wise trade of the United States and an 
adequate postal service. 

Two wholly new transatlantic pas- 
senger services have been created for 
the Shipping Board in the United 
States Mail Steamship Company, 
operating former German liners and 
newer ships to the United Kingdom, 
Bremen, Danzig and the Mediterra- 
nean, and the United American Lines, 
Inc. (the Harriman Company), from 
the North Atlantic to the port of 
Hamburg—the latter carrying only 
steerage passengers at the present time. 
The Shipping Board has also estab- 
lished a freight and passenger service 
from New York to the east coast of 
South America and from New York to 
South and East Africa. Of these the 
east coast South America line to 
Brazil and the River Plate, employing 
large former German passenger steam- 
ers, is of very great importance. The 
United States also possesses an admir- 
able passenger, mail and fast freight 
service from New York through the 
Panama Canal to the west coast of 
South America in privately-owned 
ships of W. R. Grace and Company. 

On the Pacific Ocean the Shipping 
Board has allocated to the Pacific 
Steamship Company and to the Pacific 
Mail Steamship Company newly-built 
passenger and cargo steamers, con- 
verted from army transports, for the 
essential routes from Puget Sound and 
San Francisco to the Orient and for an 
entirely new service from San Francisco 
to Manila and India. These new liners 
are of two classes—one of a length of 
535 feet and a speed of 17 knots, with 
a capacity for upwards of 200 passen- 
gers, and the other, somewhat less in 
length and of a speed of 14 knots, with 
a capacity for about 80 passengers. 
Though not record-breakers in speed 
or size, these ships are approved by 
practical operators as of an excellent, 
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all-round type for liner service in the 
Pacific and to South America. 

These transport liners number 26 all 
told. Several of them have been 
allocated to the Shipping Board service 
of the Munson Line from New York to 
Rio de Janeiro and Buenos Aires, and 
others to the New York and Cuba Mail 
Steamship Company for a service to the 
West Indies and Spain. Several of 
these new liners are now in operation 
in the service of the United States Mail 
Steamship Company between New 
York and Europe. All the ships of this 
liner class should be completed and 
commissioned within a year. They 
will go far to supply the urgent need of 
a regular mail, passenger and fast 
freight service—but they will have to 
be supplemented later on by even 
larger and faster ships, designed and 
built to private order. It will be 
several years at best before the regular 

passenger service of the United States 
to foreign ports is fully comparable 
with that of Great Britain, France, or 
Italy—or the German service as it was 
before the war. 
g In cargo ships, however, the Ship- 
Board construction has provided 
_ for American manufacturers and mer- 
chants a far more frequent and ade- 
quate equipment than our business 
_ men have ever had before. It was the 
general practice of the European 
steamship companies that monopolized 
- our ocean carrying before 1914 to 
arrange that the cargo as well as the 
__- passenger service from American ports 
gees ¥ should be distinctly inferior to the 

_ services provided by these foreign 
- companies for their own manufacturers 
and merchants. As a general rule, 
_ these European steamship managers 
; "placed their best and largest ships on 
their main export routes from their 
own ports in Europe. Though their 

scheduled freight rates were not always 
_ discriminatory against American com- 
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merce, their actual freight rates and 
their general methods were often 
exceedingly oppressive: to American 
commerce. This truth, familiar to 
Americans engaged in world-round 
trade, was sufficiently demonstrated 
by the insistence of some of the great- 
est of our exporting companies—the 
United States Steel Corporation and 
the Standard Oil Company, for exam- 
ple—on possessing shipping of their 
own, which made them independent of 
restraint by the shipping of their 
competitors in Europe. 

A glance at the announcements of 
overseas steamship companies in the 
pages of the commercial journals: of 
New York—three whole pages of some 
issues are devoted to this purpose— 
shows how far flung are our present 
lines of American general cargo 
steamers. 

Ships under the Stars and Stripes 
are announced as sailing for Havre and 
Rouen, for Bordeaux, Dunkirk and 
Rotterdam, for Lisbon, for Oporto, 
Vigo and Bilbao. One new steamship 
service runs to Ireland—to Dublin, 
Cork, Belfast, Limerick and Sligo. 
There are several lines under the 
American flag to liberated Danzig in 
the Baltic and several to Gothenburg, 
Malmo, Stockholm and Helsingfors— 
harbors in which the American flag 
had scarcely been seen in recent years. 
American cargo steamers steering into 
the Mediterranean touch at Naples, 
Genoa, Trieste, Venice, Piraeus and 
Constantinople, and going on into the 
Black Sea discharge and load at Con- 
stanza, Galatz and Batun. Our flag, 
borne now not by sail craft but by 
steamers, is visible on the west coast of 
Africa at Dakar, Freetown, Secondi, 
Monrovia and Fernando Po. In 
South America, Rio and the River 
Plate see not only the stately passen- 
ger liners of the Shipping Board but 
also rugged Yankee cargo craft. In 
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the Orient, Shanghai, Hong Kong and 
Manila, once familiar with our tall- 
sparred clipper ships, now welcome 
scores of steel freighters, and regular 
American steamship services for the 
first time are operating to Indian 
Ocean ports—to Bombay, Colombo, 
Madras, Rangoon and Calcutta. 
While American cargo steamers dur- 
ing the first six months of the calendar 
year 1920 conveyed 22,724,217 tons 
of our imports and exports, foreign 
ships conveyed 15,273,967 tons. A 
large proportion of the valuable im- 
port cargoes of manufactured goods 
was carried in the swift passenger 
steamers of Great Britain, France and 
Italy—far more numerous than our 
own. 

The principal ocean trades are con- 
trolled by conferences established 
under the auspices of the Shipping 
Board, in which privately-owned Amer- 
ican vessels, Shipping Board vessels 
and the chief foreign companies whose 
ships are plying in the same trades are 
all represented. These conferences, 
which the Shipping Board carefully 
supervises, make an effort to stabilize 
freight rates at levels which, while 
protective of the interests of the ship- 
ping companies, will guarantee equi- 
table rates to American exporters and 
importers. In the present depressed 
state of world commerce and in the 
face of existing scarcity of cargoes, it 
has been somewhat difficult to main- 
tain all of these conferences in effective 
working order, but their influence on 
the whole has been a beneficial one. 
It should be understood that secret 
rebates and other questionable devices 
of previous steamship conferences are 
under the ban of the law. 

It is the aim of the government to 
bring about a condition of shipping in 
which about 60 per cent in value of our 
imports and exports shall be conveyed 
in ships of American registry. At the 
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present time the American proportion | 
of our overseas carrying is in value © 
probably not more than 40 per cent. 
It is believed that the United States — 
should rightfully have 50 per cent of | 
the carrying trade between this coun- | 
try and the United Kingdom, and the | 
same proportion of our carrying trade _ 
with France, Italy, Germany, Scandi- _ 
navia and other countries possessing — 
ocean shipping of their own—and that — 
much more than 50 per cent should 
fairly be secured for American ships in 
the trade with countries like those of _ 
South America and the Asiatic main- — 
land, for example, that have not — 
developed their shipbuilding and navi- © 
gation to any great extent. 

In order to convey 60 per cent of our 
entire normal imports and exports in — 
American vessels, the United States 
will require its entire present war-built _ 
and privately-owned merchant fleet — 
(excepting, of course, the emergency 
wooden steamers), and a certain addi- 
tional tonnage of passenger liner and 
cargo liner craft not yet constructed. 


ForEeIGN OpposiTiION TO AMERICAN 
MercHANtT MARINE 


The influence of the new Merchant © 
Marine Act of June 5, 1920—the Jones 
law—has not yet been completely — 
tested. Some of its most important 
provisions have not been enforced. 
It is already manifest that in the devel- _ 
opment of our merchant marine we — 
must count on strenuous foreign oppo-_ 
sition. There is no doubt that Amer- 
ican vessels are being discriminated 
against in many foreign ports in a 
spirit wholly contrary to the natural 
comity of nations. One of the new | 
services established by the Shipping 
Board runs to the west coast of 
Africa. 
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to be a British colonial port—the 


master of the steamer found to his 
- astonishment and wrath that a power- 


- ful British steamship company, dom- 
- jnating the commerce of that port, 
had placed its own steamers alongside 


convenient piers and had 


engaged all the lighters of the port, 
loaded them with stone and berthed 
them under all the remaining hoisting 
 eranes, so that there was no place for 


the Yankee ship to discharge her cargo. 


But the master of the vessel was a 


man of initiative and determination. 
First preparing his lifeboats so that he 


could land his cargo on the beach in an 
emergency, he went ashore and with 
the agent of the ship—a British sub- 
ject—called on the British colonial gov- 
ernor and stated his case with such 
emphasis that presently this official 
- informed the managers of the offending 
British steamship company that they 
must move their vessels and make way 
for the American to come in. 

Another ship of this same American 
fleet went to the English port of Man- 
chester to load for the West African 
coast. There, also, the ship met a 
_ very cold reception. Even the lighter- 
men of the port refused to handle a 
cargo, to go out under Yankee colors. 
Of course, in all American ports the 
lighterage services and all other serv- 
ices for many years have been as read- 
ily available to British as to American 
steamships—and, indeed, to ships of 
all registries and all flags on equal 
terms. 

It has just been announced that an 
_ American steamship organization oper- 


ating out of the port of Galveston, 
Texas, found itself compelled to char- 
ter steamers under the British flag to 
export raw cotton intended for the 
British spinners of Lancashire, who 
had insisted that the cotton be brought 
exclusively in British ships and in- 
sured exclusively in British insurance 
companies. 

Mr. W. A. Harriman, the President 
of the American Ship and Commerce 
Corporation, declared in a recent pub- 
lic address that his American ships at 
the port of Alexandria, Egypt, had 
been unable to secure any cargoes of 
Egyptian cotton bound for the United 
States, because the sellers of the cotton 
had agreed with British steamship 
companies that the cotton should be 
conveyed to America only in British 
bottoms. Mr. Harriman added that 
an offer of substantially lower freight 
rates by the American ships failed to 
make any impression on those who 
had concluded this arrangement. This 
Egyptian cotton was intended for 
American mills, and every pound of it 
could have been transported in Amer- 
ican vessels at a considerable saving 
of freight costs. But the patriotic com- 
bination of British cotton dealers and 
British steamship companies would not 
allow this to be done. 

Such instances as these suggest that 
it is only by patience and determina- 
tion that the new American merchant 
marine can win its place back on the 
high seas. British resolution to mo- 
nopolize the greater part of our own 
country’s carrying trade must be met 
by equivalent resolution in America. 
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MONG significant influences of 
the war is an increased respect 
for organization as a means of accom- 
plishing desired ends in civil life, as 
well as in military operation. It was 
recognized, in a conflict in which there 
was call for the entire energy and re- 
sources of nations, that economic coép- 
eration was as necessary as military 
organization; and continuous coépera- 
tion was only to be assured by more or 
less formal organization. In some 
cases, the necessary organization of 
industry was accomplished by direct 
government control; in other cases, by 
private organizations directed in vary- 
ing measure by public authority. It 
was logical that, as thoughts of a post- 
war period began to assume impor- 
tance in the minds occupied by war 
activity, organization should be re- 
garded as the first step for the recovery 
and development of national, as well as 
international, production and distribu- 
tion. Although action was sporadic 
in the early years of the war and in 
form the organization varied in differ- 
ent industrial countries, the end of the 
war saw a much greater similarity in 
organization methods and in ideas and 
opinions of nations concerning indus- 
trial combination than had existed 
before 1914. 

The greatest change in opinion 
appears in England and in the United 
States, which were the most prominent 
industrial countries characterized by 
the English common law attitude of 
opposition to certain types of combina- 
tions which involved restraint of trade. 
English government committees and 
authorities adopted a position 
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encouragement of trade and industrial 
organizations as a means of rehabili- 
tating commerce and industry. The 
United States departed from its tra- 
ditional attitude in passing the Webb 
Law, legalizing export combinations. 
The pre-war contrasts with Germany 
in this respect have largely disappeared. 
The development of trade and in- 
dustrial organization during and fol- 
lowing the war, in so far as it affects — 
foreign trade, may be broadly classified _ 
into government organizations, on the | 
one hand, and private and semi-public © 
organizations on the other. Govern- _ 
ment organization for foreign trade 
shows the greatest development in — 
England, where the Board of Trade ie 


and the Foreign Office jointly formed _ 


the Department of Overseas Trade 
which combined a variety of promo- 
tional activities formerly decentralized. 
The general divisions—Empire Trades 
and Economic Division, Foreign Divi- 
sion, Exhibitions and Fairs Division, 
Export Credits Department—indicate 
roughly the broad scope of its work. 
Chiefly through the collection and dis- 
semination of commercial intelligence 
concerning trade conditions and oppor- 
tunities, the Department aims to 
develop British foreign trade. 


GOVERNMENT ORGANIZATION FOR 
Foreign TRADE 


In Germany, foreign trade matters 
were before the war handled in part by 
the Ministry of the Interior and in 
part by the Foreign Affairs Office. 
Efforts to bring about the establish- 
ment of a ministry dealing specifically 
a foreign trade were unsuccessful, 
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The government recognized, however, 
that the Ministry of the Interior com- 
bined too many functions; conse- 
quently, there was formed a new de- 
partment called the Imperial Economic 
Office. The jurisdiction of this de- 
partment in matters of commerce 
embraces questions of commercial pol- 
icy and commercial treaties, war 
economic measures including retal- 
jation, economic aspects of tariff 
and taxation, insurance, corporations, 
banks, stock exchanges, exhibitions 
and matters concerning conditions of 
production at home and abroad, gen- 
eral statistics, as well as statistics of 
trade with foreign countries. 

In France the change in govern- 
mental organization has been one in 
activity, rather than in form. The 
French Office National du Commerce 

Exterieur was intended to aid French 
exporters and importers by means of 
commercial intelligence service and 
otherwise; but, prior to the war, little 
could be done because of inadequate 
support. Renewed interest in exports 
is responsible for increased appropria- 
tions and the correspondingly increased 
scope of its activities. Steps have 
been taken likewise by the Italian 
Ministry of Commerce to strengthen 
the central organization, in order to 
establish contact between the Depart- 
ment of Commercial Intelligence and 
industrial concerns. A Committee of 
Commercial Intelligence has _ been 
formed, the purpose being to codrdinate 
commercial intelligence and the activ- 
ities of the government with those 
institutes of similar purpose, the com- 
mercial attachés and the chambers of 
commerce abroad. 

Supplementing these organizations 
are the semi-official commercial organ- 
izations of the chamber of commerce 
type. Great Britain has encouraged 
the establishment of chambers of com- 
merce in foreign countries; and, since 
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the war, has brought it about that 
most of these are purely British and 
working for British interests. In 
France, reorganization of the domestic 
chambers of commerce according to 
the regional system has been carried 
out in the interests of greater efficiency. 
Individual chambers, such as_ the 
Paris and the Lyon organizations, have 
been active in promoting foreign trade. 
The presidents of the various cham- 
bers, with representatives chosen on 
the basis of one to each ten thousand 
members, form a central organization. 
Various chambers of commerce in 
Germany have taken an active interest 
in foreign trade. In all these countries, 
federations of chambers of commerce 
provide the means for greater uni- 
formity of policy. Fairs and perma- 
nent exhibitions of national products — 
in foreign markets are maintained by 
German, French and English 


PRIVATE AND Semi-PuBLIc 
ORGANIZATIONS 


The private and semi-public organ- 
izations, dealing directly or indirectly 


plicity of forms. Some of them are — 
organized upon a territorial basis; for a 
others, purpose is the organization 
basis. Many combinations deal with 

the interests of members of the — is 
lar industry or branch of industry. a 
Distinction may be made helen 

associations of the federation type, — 

embracing numerous industries, and 
associations embracing individual in- _ 
dustries or branches of an industry. — 
A third group includes associations __ 
formed to promote commercial rela- = 


tions with individual foreign countries. 


foreign trade.- The last, but not least, 


important group comprises the various nt 


poses which have a bearing upon 
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industrial combinations, consolida- 
tions, trade associations, cartells, syn- 
dicates and the like. 

Federations having large member- 
ship of firms and associations in various 
industries were created in England, 
Germany, France and other European 
countries during and after the war. 
The Federation of British Industries, 
a trade organization comprising some 
twenty thousand British manufactur- 
ing and producing firms, has taken an 
active part in the development of 
foreign trade interests of Great Britain, 
both by constructive criticism of 
governmental action and by establish- 
ing, on its own initiative, representa- 
tion through trade commissions in 
various parts of the world, by con- 
ducting an information and advisory 
service for those engaged in export and 
import, and by taking an active part 
in the establishment of fairs and exhibi- 
tions. 


GERMAN ASSOCIATIONS 


~~ = The German federation, called the 


Reichsverband der Deutschen Industrie, 
is a consolidation of the two most 
powerful German industrial associa- 
tions; namely, the Zentral Verband der 
Deutschen Industriellen and the Bund 
der Industriellen. Together, these rep- 
resented nearly three hundred asso- 
ciations; the latter alone represented 
thirty-five thousand firms, through 
either its own membership or that of 
affiliated associations. 

For two decades after its formation 
in 1876, the Zentralverband was spokes- 
man of German manufacturing indus- 
tries and has at all times been dis- 
tinctly more protectionistic than the 
Bund der Industriellen; it has issued 
directories of export manufacturers 
and has encouraged participation in 
foreign expositions. War conditions 
brought the two associations into much 
closer contact than had existed pre- 
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viously. Nevertheless, it was impos- 
sible to bring about complete con- 
solidation until after the Armistice. 
Meetings were held in the spring of 
1919, and organization wasagreed upon. 
As finally formed, the Reichsverband 
was to be governed ultimately by the 
members, but the chief work was to be 
done by the executive committee, for 
which the claim was made that it 
included a just, uniform and carefully 
considered representation of individual 
industrial interests and of individual 
industrial sections of Germany. Upon 
this committee, one hundred and forty 
members represent the various indus- 
trial associations; thirty members rep- 
resent territorial associations. 


other members of the committee. 


Association consists of not less than 
thirty, nor more than sixty persons. 
Among the special committees ap- 
pointed are several which indicate the 
scope of its activity; namely, the 
committee on carrying out the eco- 
nomic provisions of the peace treaty, 
the committee on taxation, and the 
committee on economic policy. The 
Imperial Association is working hand 
in hand with the newly created Impe- 
rial Economic Office and with the 
Department of Foreign Affairs in 
the development of foreign trade 
relations. 


FrencH ASSOCIATIONS 


There are two French federations. 
The most important is L’ Association 
National d’Expansion Economique, 


formed December 15, 1915 under the | 
auspices of the Paris Chamber of Com- | 


merce and comprising the important 
manufacturers, trade associations, in- 
surance, banking, shipping and railway 
interests. According to official state- 


There 
are ten representatives of the individual 
enterprises, ten more chosen by the 


business management of the Imperial 
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L’ Association National d’Expansion 
Economique is an organization for inquiry 
and action which will gather together with- 
out prejudice to their autonomy those 
persons and associations belonging to or 
interested in commerce, industry, and 
agriculture, to unite their efforts and 
codrdinate their work. It will 
assure common action in the national 
interest. To this end it will on the one 
hand make inquiries in France and abroad; 
and on the other it will stimulate, either 
directly or by encouragement, the creation 
of all institutions, organizations, or en- 
tentes tending to facilitate the fabrication, 
transport or sale of French products. It 
will call forth the establishment of new 
industries in France and the opening of new 
foreign markets. 


Plans have been made to publish 
yearly an index of French production, 
which is intended to give a survey of 
the industries of France and of particu- 
lar firms. Another association of the 
federation type, formed in the fall of 
1919, is La Fédération Générale de la 
Production Frangaise. The purpose of 
the latter syndicate is to increase 
French production and, consequently, 
export power. Among other countries, 
in which the general federation idea 
has been adopted, are Sweden, which 
has the Swedish Export Industries 
Central Council, and Finland, with 
the Finnish Export Association. 
The important European countries 
furnish numerous examples of general 
associations intended to promote the 
interests of the members of a particu- 
lar industry or trade. The chemical 
industries of France, Germany and 
England furnish examples; others are 
Verein der Eisen und Stahl Industriellen 
in Germany, the associations of ma- 
chinery manufacturers and the associa- 
tions in textile and leather trades in 
Germany and England. Of slightly 
different character are the associations 
of manufacturers in particular prov- 
inces and districts. Such bodies do 
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not attempt to influence terms of sale 
or selling methods. Many of them are 
keenly interested in foreign trade de- 
velopment, but they differ widely in 
scope and effectiveness; their work — 
frequently includes representation of 
membership in tariff and commercial 
treaty matters, collection of statistics 
and publications in convenient form. _ 
Before the war, Gemeny possessed 


commercial between Ger- 
many and individual foreign countries. = i 
The German-French Society, German- 
Russian Society, and the German- ae, 
Argentinian Central Association are 
examples. In the main, these associa- 
tions have continued to exist eitherin 
their original form or modified by _ 
consolidation for more effective effort, 
such as the union of the Argentine and a) 


Brazilian societies into a general / 


man-South American Group. The 
federation of these societies, formed 
early in 1919 under the leadership of 
the chairman of the German-Argen- 
tinian Association, aims to keep these 
bodies in touch with each other; how- — 
ever, it will act only when the matter — 
is of general interest and goes beyond — 
the scope of an individual society. — 
For somewhat different purposes was 
formed the German-British Economic 
Union for protecting Germans in _ 
business relations with Great Britain, 4p. 
the Colonies, Dominions and Protec- — 7 
torates. 
For the trade and industry of Ger- _ 
many, its associations for maintaining — 
and increasing the German spirit 
among German subjects residing 
abroad are also of great importance. 
There exist several associations of this 
sort; some of them of an educational 
character for the study of foreign lands, a, 
others for the maintenance of the © 
connections between German subjects 
in different parts of the world. The 
place of these associations in Great 


4 


4 a 
| | 


Britain is occupied chiefly by the Brit- 
ish chambers of commerce in foreign 
countries and their affiliation with the 
domestic chamber of commerce system. 
Nevertheless, the Anglo-Danubian 
Association, formed recently for the 
purpose of promoting trade between 
the newer Austro-Hungarian secession 
states and Great Britain, indicates 
that need for such organization has 
been felt. 

Associations dealing mainly with 
foreign trade interests show little 
change since the pre-war period; first, 
those formed to handle particular 
aspects of commercial relations with 
foreign countries or to undertake 
general propaganda have continued 
their existence. Germany furnishes 
the best examples of this type in the 
Deutsch Weltwirtschaftlichegesellschaft, 
the Association of German Import 
Trade and the Commercial Treaty 
Association. Associations of German 
exporters, such as the Vereinigung der 
Exportfirmen, Berlin, including the 
prominent export merchants of Berlin, 
similar Hamburg and other groups 
have recently been federated in the 
Union of German Exporters. 

British exporters are attempting to 
secure relationship with various parts 
of the Empire by the development of 
such associations as the Canadian 
Association of British Manufacturers 
and Their Representatives. Member- 
ship in these associations is confined to 
British subjects, such as British man- 
ufacturers and wholesale exporters 
from the United Kingdom and their 
representatives. 

French export merchants and repre- 
sentatives have also organized in the 
Syndical Chamber of Agents for Ex- 
port Trade. The National Privy 
Council for Export Trade, the Cham- 
ber of Commerce for Export Trade, 
the Norman Committee of Encourage- 
ment for the Formation of French 


104 ANNALS OF THE AMERICAN ACADEMY 


Agents Abroad may be mentioned in 


passing. 


PromotTion or Foreign TRADE BY 
INDUSTRIAL COMBINATIONS 


Industrial combinations along famil- 
iar lines—pools, cartells, trusts, comp- 
toirs, consolidations—are usually or- 
ganized primarily for domestic trade; 
but, in the majority of cases, they 
have a keen interest in export trade, 
while in some cases they have been 
organized exclusively for development 
of foreign business. The general lines 
of development are much the same as 
in the pre-war period; but, as a result 
of the war, there has been a distinct 
increase in the number and impor- 
tance of such combinations and their 
activities in foreign trade matters. 
The English Committee on Trusts, 
which reported in 1919, regarded the 
group of associations, in which a larger 
part of the manufacturers or operators 
of a certain branch combined for pur- 
poses of regulating sales, as much more 
significant than the numerous loose 
agreements. Associations regulating 
output are differentiated from pools; 
both of these are in turn to be distin- 
guished from the more advanced 
organizations or consolidations called 
combines in England and syndicates 
(or cartells) in Germany and France. 

As in America, the merger or con- 
solidation in England has proceeded 
more rapidly because of the doubtful 
legal status of looser arrangements. 
The comparative freedom of German 
business men in the pre-war period to 
combine as they wished postponed to 
some extent the resort to merger or 
consolidation types; but, even prior to 
the war, the tendency in direction of 
consolidation is to be clearly perceived. 
In all of these countries there is a dis- 
tinct movement toward integration of 
industry. 

The selling syndicate, in which a 
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group of manufacturers contract to sell 
their output exclusively through the 
central sales office of the organiza- 
tion, presents the highest development 
of the combination short of merger 
or consolidation. These syndicates es- 
tablish agencies in various countries 
to get foreign business; for instance, 
the French Comptoir for Exportation 
of Metallurgical Products has branches 
in Brazil, Argentina and China. The 
German coal, iron and steel syndicates 
of the pre-war period likewise main- 
tained foreign branches for the sale of 
their products. They also gave export 
bounties to those domestic manufactur- 
ing consumers of their products who 
were engaged in export. 

At the present time, the raw mate- 
rial situation in France and Germany 
compels the attention of industrial or- 
ganizations generally. In both coun- 
tries, efforts have been made with 
government assistance to centralize the 

. purchases of essential materials, either 
through syndicates or otherwise, to 
prevent losses which might be suffered 
through competitive purchase. Sell- 
ing organizations have generally had 
to accord a great deal of consideration 
to prices, due to depreciated currency 
and adverse exchanges. The Wire 
Export Company, Ltd., in Germany, 
the Shoe and Leather Export Associa- 
tion in England are typical of the com- 
binations formed to handle exclusively 
the foreign business of members. 

The Rhenish-Westphalian Coal Syn- 
dicate, the most powerful of the Ger- 
man pre-war syndicates, expired by 
limitation during the war and was 
extended only by pressure of govern- 
ment authority. Prices and deliveries 
of coal under present conditions in 
Germany are more than ever a matter 
of intense national interest, undoubt- 
edly the reason for the compulsory 
organization of the Coal Economic 
Union, formed after the war for facil- 
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itating governmental regulation of the oe 
coal industry in the transition period. 
This, of course, detracts from the power 
and influence of the coal syndicate. = 
In the iron and steel industry the 
most powerful syndicate was the Steel a 
Works Union, formed originally in 
1904 and renewed from time to time. 
At the last renewal, in 1912, consid- 
erable difficulty was experienced be- ae 
cause of the conflict of interests be- _ & 
tween integrated and non-integrated 
member firms, and the organization — 
emerged with considerably less power oe 
than before. During the war, the © 
syndicate was extended from time to 
time under pressure of the government, 
and its scope was extended to include 


sales of bar iron for which syndication 2 | 


had long been attempted. The syndi- | 
cate was renewed provisionally on — 
several occasions after the war, but was _ ae _ 
finally dissolved in May, 1920. Its . ac 
place was taken in part by the Iron b. “i 
Economic Association, the nature of & ce 
which was similar to that of the Coal — it 
Economic Association, and in part by _ 
a general organization of the steel trade . 
called the Stahlbund. 

In France there has been formed | 
since the war the Comptoir Siderur- Be: 
gique, which includes all the French 
steel works and takes an active part in Bi 
iron and steel exportation. In many __ 
directions its powers are less limited ae 
than those of its German counterpart. —__ 
According to its articles, it need a 
confine itself to purchase and sales of 
various kinds of iron articles. It is — a 
also empowered to undertake exploita- ==> 


tion of the industry and purchase of 


coal, iron ore and raw materials. The _ 
new combination embraces older com- 
binations, which individually dealt 
with half-finished products, rails, 
beams and sheets. One of the mem- 
bers of the de Wendel concern was a 
member of the German combination _ 
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considered German territory. Bel- 
gium has likewise recently formed a 
a Steel Works Union of the German type. 
— Limitation of space forbids more than 

a 4 mention of the combinations in textile, 
machinery, ceramic, leather and other 
trades. 

The war seems to have given the 
development of merger and consolida- 
tion a marked impetus, although no 
new types have developed. Resistance 
to amalgamation, because it involved 
loss of autonomy and frequently loss 
of identity, has apparently been much 
decreased. The control of metal mar- 
kets, formerly in German possession 
through the Metall-Gesellschaft, is to 
be contested by the Société des Metaur 
in France and the British Metals 
Corporation. The “Amalgamated In- 
dustrials,” organized in the United 
Kingdom in 1919, is a prominent ex- 
ample of the holding corporation form 
of organization, controlling shipping, 
iron and coal and cotton companies. 
- Chemical manufacturers of France 
have amalgamated. The British have 
formed the British Dyestuffs Corpora- 
_ tion, in order to meet the competition 
of the highly organized German dye- 
stuffs industry. The explosives branch 
is controlled by powerful mergers, both 
in England and in Germany. Merger 
and corsolidation, frequently with 
intent to increase degree of integration, 
have shown unremitting progress in 


5 coal, iron, metal finishing and 


engineering trades in important pro- 
ducing countries. Under the leader- 
_ ship of powerful German industrial 
leaders, notably Hugo Stinnes, August 
Thyssen and the Stumms, the vertical 
combination, based on long-term con- 


tracts, mergers and fusions, has be- 
come the most significant type in 
the German heavy industries. Glass, 
tools, textiles are other lines in which 
we find prominent fusions in two or 
more of the industrially important 
European countries. 

International cartells have generally 
succumbed to the war. The proposal 
to revive the international rail agree- 
ment between England, Germany, 
France and the United States for 
division of foreign trade has not been 
received with favor in Germany and 
France. The international plate glass 
cartell, one of the most closely organ- 
ized international cartells, has likewise 
fallen to pieces with no immediate 


prospect of renewal. Rae 


It is as yet too early to judge as to 
the effectiveness of the various types 
of organization in reéstablishing foreign 
trade, and a fair appraisal can not be 
made without consideration of the 
progress of banking and shipping 
organization. There can be no doubt 
that organizations of merchants and 
traders are much more active and are 
receiving much more support in all 
progressive countries than before the 
war. To the student of industrial 
combination, it seems that the war 
brought changes in emphasis, looser 
organizations being displaced by 
stricter and more comprehensive forms. 
No distinctly new form has been 
developed; but, in the future, the sim- 
ilarity of development in different 
countries should render it possible to 
make broad and thorough comparisons 


of all types. 
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Tue Promortive ATTITUDE 


HE United States Government 

may be lacking in concrete foreign 
policy in a technical, foreign-office 
sense, but it has for years followed a 
definite course of foreign trade pro- 
motion. The amendments to the Fed- 
eral Reserve Act culminating in the 
Edge Act, the Webb-Pomerene Act, 
the recent laws on shipping and marine 
insurance, the support of the activities 
of the Inter-American High Commis- 
sion are all tangible, legislative action 
for foreign trade promotion. There 
may be a confusing range of congres- 
sional committees having a hand in the 
foreign trade matters, and ample signs 
of the ignorance of the right hand as 
to the action of the left, lack of a 
codrdinating policy fitting the frag- 
ments into a workmanlike whole, but 
the spirit of promoting and encourage- 
ing foreign (rather, export) trade is 
indisputably there. Since 1904 we 
have had a central foreign trade infor- 
mation bureau (the old Bureau of 
Manufactures, succeeded by the Bu- 
reau of Foreign and Domestic Com- 
merce) and Congress has from year to 
year granted the means for the devel- 
opment and improvement of the for- 
eign trade information service. 


Tue Acencies or TRADE PROMOTION 


The Bureau of Foreign and Domes- 
tic Commerce, in the Department of 
Commerce, is the hub of our service. 
The State Department, with the ex- 
panding consular service, is the chief 
arm of the Government in this work 
outside the Commerce Department, 
and its foreign trade promotion activi- 
ties are by law ae up with the | 


Governmental Foreign Trade Promotion Service in the 
nited States 


a Manager, Foreign conidia Department, Chamber of Commerce of the United $ tes of America 


Bureau of Foreign and Domestic Com- 
merce. The Tariff Commission, the 
Federal Trade Commission, the Fed- 
eral Reserve Board, the Department 
of Agriculture, the Post Office Depart- 
ment and the Inter-American High 
Commission in the Treasury Depart- 
ment all have certain definite functions 
contributing to facilitate export busi- 
ness. ‘These various government agen- 
cies, and others, now have their repre- 
sentatives meet weekly in the State 
Department in an organization with 
the wartime name of the Economic 
Liaison Committee, in which infor- 
mation about work in hand and in 
prospect is cleared and a certain 
measure of codrdination is made pos- 
sible. For most practical purposes, 
however, the United States Govern- 
ment’s efforts in foreign trade promo- 
tion may be considered as depending 
on the Department of Commerce 
(Bureau of Foreign and Domestic Com- 
merce) and the Department of State 
(Consular Service, Geographic Divi- — 
sions, and Foreign Trade Advisers 
Office). On the joint effectiveness of — 
the Commerce Bureau and the Con- | 
sular Service and its administration | 
our exporters in the main must rely, 
so far as government help is concerned. 


Tue Bureau or Foreign anp Do- | 
MESTIC COMMERCE is 


The Bureau of Foreign and Domes- 
tic Commerce publishes the foreign 
trade statistics and the reports about 
conditions and trade opportunities in 
foreign countries. Exporters want to 
know the volume and nature of the _ 
trade of foreign countries in particular — 
the kind of goods re- 
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quired in this or that foreign market; 
merchandising methods, customary 
terms of credit, and shipping and ware- 
house facilities; the customs tariff rates, 
the consular invoice requirements, the 
taxes on commercial travelers; and 
they want good lists of merchants, 
manufacturers, brokers and manufac- 
turers’ agents. These things they can 
get from the Bureau of Foreign and 
_ Domestic Commerce. The Bureau is 

- @ great aggregation of constantly re- 
newing files of facts and figures, kept 
up by current reading and collation of 
official reports, official gazettes, direc- 
tories and trade papers from abroad, 
as well as by current and special re- 
ports from a staff of resident repre- 
sentatives and traveling investigators 
of the United States Government in 
all parts of the world. 

In the Washington office of the Bu- 
reau there is a research staff of statis- 
ticians, economists, geographic experts, 
tariff experts, trade-mark specialists, 
translators, compilers and _ editors. 
The work is organized in part on 
_ geographic lines (Latin-American Divi- 

sion, Far Eastern Division, etc.) and 
in part on economic subject lines 
(Statistics Division, Tariff Division, 
etc.). Of course, there is a good deal 
of administrative work in connection 
with the extensive field service. All 
told, the Washington staff, including 
all classes of employes, numbers about 
one hundred and fifty. As govern- 
ment offices in Washington go, it is a 
_ well-organized, hard-working and gen- 
erally efficient Bureau. The work is 
interesting, less routine than most 
- government work, and has attracted 
and held many men of enthusiasm and 
high ability, in the face of an unusually 
low level of salaries, even for govern- 
ment work in Washington. There is 
- testimony from former directors and 
other officials that have left the Bureau 
to locate with business concerns, that 
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in zeal and efficiency the staff of the 
Bureau of Foreign and Domestic Com- 
merce will compare favorably with the 
staff in successful American business 
houses. 

Besides its publications—the Daily 
Commerce Reports, the reports of Spe- 
cial Agents, the Miscellaneous Series 
of foreign trade reports, the Monthly 
Summary and the other statistical 
reports—and heavy use of circulars 
and other duplicated material in the 
mails on the basis of well-classified 
mailing lists of American exporters 
who have asked for the service, the 
Bureau distributes the foreign trade 
information through a chain of branch 
offices. These are district offices in 
charge of staff men under civil service, 
in seven of the principal centers, and 
“‘codperative” offices in chambers of 
commerce in an increasing number of 
other industrial and trade centers in 
the United States. Not only do these 
offices serve their purpose in the dis- 
tribution of the information which 
the Bureau obtains from export decla- 
rations and import entries, and from 
foreign countries, but they also serve 
the decidedly salutary purpose of keep- 
ing the Washington headquarters alive 
to the thought, needs and tendencies . 
in the cities where the foreign trade is 
actually being handled. 

The foreign service of the Bureau 
of Foreign and Domestic Commerce 
itself consists of two main divisions: 
resident general representatives and 
traveling specialists and investigators. 
The commercial attaché is the resi- 
dent man, the trade commissioner is 
the traveling investigator. Until 1916 
the traveling investigators were 
known as commercial agents or special 
agents. The change of designation 
was made to give a title that would 
clearly indicate the investigator as a 
government representative and get 
away from the use of the word “agent” 
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with its sometimes misleading legal 


gonnotation. The traveling specialist, 

studying foreign markets for cotton 
goods, electrical equipment, boots and 
shoes, agricultural machinery and what 
not, has been a part of the system for 
fifteen years or more. The commer- 
cial attaché, or resident representative 
of the Commerce Department, dates 
back only to 1914. 


Tue Trape ComMMISSIONER 


The field for the traveling investi- 
gator is pretty clearly defined and needs 
no particular comment. The Bureau 
determines upon a characteristic in- 

dustry possessing possibilities for ex- 
port, and with the aid of the interested 
trade organizations secures a man with 

- adequate technical training, personal- 
_ ity, language, and writing and investi- 
gating ability and sends him out to 
_ South America, or Europe, or the Far 
_ East, or somewhere else, to report back 
for the benefit of all the Americans inter- 
ested in the things which an American 
exporter of the particular commodities 
ought to know about the markets in 
question. He may be gone one, two 
or three years, and when he has finished 
one part of the world and has come 
back home and told his story, he may 
be sent out to “cover” another con- 
tinent. Or, he may go back into busi- 
ness again. ‘The exporters like these 
technical reperts made by experts and 
the Bureau every year sends out in- 
vestigators to report on lines not pre- 
viously covered. 


Tue CommerctaL 


The commercial attaché’s field is 

- not so generally recognized as clearly 
_ defined, and yet in half a dozen years 
_ the meagre commercial attaché service 
_ has so firmly established itself in the 
_ good graces of our export community 
that when Congress, in 1920, suggested 
eliminating the attaché a storm of 
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mercial attachés. 


protest arose from all parts of the 
country. The commercial attaché 
is attached or accredited to an em- 
bassy or legation, as a rule. In 
Australia, where we have no legation, 
the attaché is accredited to a consu- 
late. The commercial attaché is sent 
by the secretary of commerce to de- 
vote his full time to purely commercial 
matters, and primarily to pay atten- 
tion to legislation, and aspects of 
commerce affecting the commercial 
interests of the United States in the 
particular foreign country as a whole. 
His “district” is not a city or a group 
of cities; it is a country, and his busi- 
ness is to keep American business men 
posted on the broader phases of busi- 
ness in that country. He is accredi- 
ted to the embassy or legation to give 
him the prestige of such a connection 
and likewise to make his services 
and advice available to the Ameri- 
can ambassador or minister in any 
commercial matter requiring formal 
representations or other diplomatic 
action. 

The offices of the commercial attaché 
in London or in Peking are offices of 
the Bureau of Foreign and Domestic 
Commerce, instantly available for an 
urgent telegraphic inquiry, staffed by 
one or more men carefully selected for 
previous training in connection with 
American business. These offices are 
available as headquarters for the 
traveling trade commissioners and 
are of undoubted help to those inves- 
tigators in making their contacts. 
We have about a dozen regular com- 
mercial attachés and in addition about 
an equal number of so-called resi- 
dent trade commissioners, practically 
equivalent in duties, stationed at less 
important posts, and not called com- 
mercial attachés principally because 
they are paid out of appropriations 
other than that designated for com- 
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Tue Consvtar SERVICE 
In comparison with the services of 
other nations we have a good consular 
service. We have hundreds of con- 
- gulates, mostly headed by full-time 
consuls of career, chosen as a result of 
_ strict examinations, covering practi- 
SS every foreign commercial center 
_of any real importance. As a rule, the 
- consul must start at the bottom of the 
_ ladder and work up—the service idea, 
like in the army or navy, is there. 
‘The compensation is not great: the 
average for officers of career now is only 
$3,400 perannum. There is no retire- 
ment provision. Allowances for enter- 
_tainment and travel and cost of living 
are not up to the requirements of the 
position. To keep up a high standard 
in our consular service, it must offer a 
more attractive career, financially, and 
in promotions and post assignments. 
The consul is the local representative 
of the United States Government in a 
prescribed district. Notarial duties 
are likely to draw heavily on his time. 
His set functions of a routine character 
are numerous. He is selected, natur- 
ally, with this multifarious task in 
mind. It may well be that the man 
chosen for a consular place will have 
had not the slightest business experi- 
ence, and it may also well be that such 
a man will have a successful consular 
career. He has a number of routine 
tasks that bear on business—putting 
his seal on consular invoices, ships’ 
papers, passports, etc. He is expected 
to observe and report on all phases of 
business in his district which are per- 
tinent to American foreign trade. 
Some consuls do this latter work 
in a perfunctory manner, and others 
do it brilliantly well. It depends 
in considerable part on the turn 
of mind of the consul, and in part 
on the amount of time’ available 
when other, more routine tasks are 
dispatched. 
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The consul is a wonderful power for 
good in our foreign trade, especially if 
he stays long at one post. He can get 
to know all the ins and outs of the 
business in his district and his reports, 
trade opportunities, and trade lists 
may be of much direct value to our 
exporters. The right kind of consul 
with an appreciation of the chances 
for trade promotion is often personally 
a big factor in the sale of American 
products. He can be of the greatest 
assistance to American salesmen and 
to resident Americans if he makes the 
right impression and the right sort of 
contacts with local business men and 
officials of the district where he is 
stationed. He should return to the 
States more frequently and be given 
better facilities, when in the States, for 
meeting exporters and importers. _ 


ConsuLAR Economists 


To improve our governmental trade 
promotion work we can well afford to 
strengthen these local headquarters in 
the consulates. Every advocate of 
governmental foreign trade promotion 
should be pleased at the appointment 
of economic specialists in the consu- 
lates, to give their full time to the con- 
sular trade promotion work. The first 
of these consular economists have been . 
sent out in 1920 and the results of their 
work remain to be seen: the field for a 
specialist on trade matters in every 
important consulate is clear. In every 
consulate in a commercial district of 
importance there are enough purely 
local trade matters of interest to 
American exporters to justify the full 
time of a competent observer. 


Tue Dretomatic SERVICE 


The diplomatic service has more and 
more economic problems to handle, and 
is possessed of great possibilities in 
trade promotion, particularly in shap- 


wt ing a course of friendly commercial 
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able extent. 
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relations between the United States 
and foreign countries and in negotiat- 
ing liberal commercial treaties. It is 
a shamefully neglected branch of our 
foreign service; the average salary of 
the career officials in the service is less 
than $1,900 per annum, and at present 
it is necessarily restricted to men of 
independent means. There are many 
good men init, but not enough. Some 
officials have wanted to keep up the 
glamour of its mysterious “political” 
work and to keep the service exclusive. 
As a matter of fact, the work of a dip- 
lomatic secretary is most often of as 
workaday character as that of a Civil 
Service worker in Washington, and 
there is little reason why the service 
should not be made into an adequately 
paid force staffed entirely with capa- 
ble men picked for their fitness for close, 
careful work, with less emphasis on 
their social qualifications. Our most 
guecessful first secretaries and coun- 
sellors today are a very high type of 


officials; remarkable for a capacity for 


constant, hard work. The Rogers 
Bill for consolidating the consular and 
diplomatic services looks like a step in 
the right direction. The present social 
gap between the services is absurd. 

The diplomatic service would be 
greatly improved by having the large 
consular force to draw on for capable 
secretaries and counsellors. So far as 
trade information goes, the diplomatic 
service is not at present a material 
factor in our equipment. Its work 
remains largely political, even if on 
a more or less economic background; 
_ it waits on Washington to a consider- 
Our lack of settled, 
general foreign trade policy curtails 
the possibilities for diplomatic work 
- on commercial treaties and for creating 
a friendly international commercial 
atmosphere that might loom large in 
the work of governmental trade pro- 


motion. 
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Strate DEPARTMENT ADMINISTRATION 


In Washington the administration 
of the consular and diplomatic service 
and the shaping of their trade promo- 
tion work are obviously most impor- 
tant. By law, the Commerce Depart- 
ment is given a lien on the commercial 
reports received at the State Depart- 
ment, and the Commerce Department 
is privileged to call on the consular 
service, through the State Department, 
for special consular reports. Many 
solid series of reports have originated 
in this manner. The Commerce De- 
partment publishes the consular re- 
ports. The administration of the con- 
sular service, however, like the selec- 
tion and assignment of consuls, is 
entirely in the hands of the State 
Department. The building up of our 
consular service has been in large part 
the work of one man, Mr. Wilbur J. 
Carr, the present director of the serv- 
ice, who deserves nothing but praise 
for his successful efforts while occupy- 
ing a position of great responsibility in 
the Department, with constant de- 
mands on his personal time for mis- 
cellaneous duties, and with inadequate 
assistance. The defects in the service 
can not be removed until adequate 
administrative machinery for it in 
Washington is provided. 

The other most important State 
Department element in the work of 
foreign trade promotion is that of the 
Foreign Trade Adviser. The Depart- 
ment, of course, requires a skilled 
foreign trade adviser with competent 
assistants, to see to it that instructions 
to consuls and diplomats on commer- 
cial matters are aptly drawn and the 
action of the Department generally 
based on proper advice. The office 
of the Foreign Trade Adviser has been 
developed to its highest point during 
1920, and the Department of State is 
stronger on trade matters at the pres- 
ent time than it has ever been before, 
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Strate DEPARTMENT versus COMMERCE 
DEPARTMENT 

Relations of the Commerce Depart- 
ment and the State Department are, 
unfortunately, none too cordial. The 
State Department is properly imbued 
with its responsibility for foreign rela- 
tions and bristles against encroach- 
ments. In years past officials in that 
Department have, to use the Washing- 
ton expression, viewed with alarm, the 
development of the Bureau of Foreign 
and Domestic Commerce. Why should 
that Bureau publish the consular re- 
ports? Why in the world should it 
possess its own commercial attachés? 
The commercial attachés are an espe- 
cially sensitive point. In congressional 
hearings, State Department officials 
have stated that the commercial 
attachés are unnecessary, simply du- 
plicating the work of consuls. The 
bogey is held up that these commercial 
attachés, not being within the State 
Department, may upset the apple cart 
on some delicate matter of foreign 
policy, and are therefore a menace to 
the conduct of foreign relations. Still 
another point made against the com- 
mercial attachés is that they get all 
the glory and have taken the heart out 
of the consuls, who see these higher- 
paid commercial men coming into the 
field, getting more and more credit 
for their accomplishments and more 
and more space in daily Commerce 
Reports, making more frequent trips 
to the States, while the effective work 
of the consuls is overlooked. There- 
fore, the argument goes, the commer- 
cial attachés should be eliminated, or at 
least be a part of either the consular 
service or the diplomatic service proper, 
on the State Department payroll, sub- 
ject to State Department administra- 
tion, and opening up to the competent 
consuls or diplomatic secretaries. 

The Commerce Department argu- 
ment on the point has run somewhat 


AmeERICAN ACADEMY 
as follows: 


work of a central trade information 


bureau without having its own resi- 
dent men abroad, schooled to cover — 
the developments of national signifi- — 
cance in foreign legislation, commercial | 
policies and trade currents, and in- — 
stantly available on telegraphic in- 


structions; the Commerce Depart- 
ment tried to get service of this kind 
from the consuls, through the State 
Department for years up to 1914, but 
the results were unsatisfactory; the 
delay in the transmission of instruc- 
tions and results through the State 
Department is serious; the work calls 
for a trained commercial man giving 


his full time to the work of trade pro-— 


motion and can not await the attention 
of officials picked for less specifically 
commercial duties and burdened with 
a multitude of other things; the up- 
setting of the diplomatic apple cart 
has not occurred in six years and is not 
likely to occur, since the intelligent 
commercial attaché can sense the 
points of nicety in any commercial 
situation having diplomatic aspects 
without having grown up in the diplo- 
matic service, and moreover the head 
of the diplomatic mission always has 
control over the commercial attaché 
housed in the diplomatic establishment; 
military and naval attachés are army 
or navy men—why should the com- 
mercial attaché not be a Commerce 
man? The duplication charge can not 
be sustained—the consul who can 
properly cover the local matters of his 
district does not, even with a big staff, 
have the time, freedom of movement 
or other facilities for observing and 
covering the national matters; many 
ambassadors and ministers have 
praised the work of the commercial 
attachés and others have asked to 
have commercial attachés assigned to 
them; their acknowledged success 


It is hopeless for the C om- 
merce Department to handle the major — 
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under Commerce Department selec- 
tion and instructions is no indication 
that the work could be as successfully 
 eonducted under the State Depart- 
ment. And so on. 


Tar Commerce DEPARTMENT CASE 


Commerce Department solution 
_ would include an expansion of the 
commercial attaché service to have an 
attaché of the Department of Com- 
merce at each important capital, and 
to have the consular activities in trade 
promotion limited to matters pertain- 
_ ing to the consular district. Strength- 
en the consulates by economic special- 
ists, but do not expect the consulates 
to cover the national questions now 
being handled by the commercial at- 
| - tachés. The Department of Com- 
- merce also has something in the State 
Department to “view with alarm.” 
It is the office of the Foreign Trade 
Adviser. On several occasions in the 
past the corresponding office in the 
State Department showed a tendency 
to go as itself the center of trade infor- 
mation direct to the American business 
man. From a Commerce Depart- 
ment viewpoint and from an outside 
viewpoint, such a development looks 
pretty clearly like unwarranted dupli- 
cation. The trade adviser in the 
State Department has a function, but 
clearly that function is not, so long as 
the Bureau of Foreign and Domestic 
Commerce still works, the supplying of 
trade information to the American 
public. It works the other way, with- 
in the Department, and should be 
developed only to the extent that State 
Department administrative require- 
ments justify. 


ah A SEPARATE DEPARTMENT OF FOREIGN 
COMMERCE 


_ In summary, the outstanding needs 
of our governmental foreign trade pro- 


% motion work are: more — pro- 
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of the Overseas are in the hands partly 
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vision for experts, for editors and 
general staff in the Bureau of Foreign 
and Domestic Commerce; more ade- 
quate administrative machinery with- 
in the State Department; a clearer 
delimitation of the work of consuls 
and commercial attachés; a clearer 
delimitation of the work of the office 
of the Foreign Trade Adviser in the 
Department of State; better codrdina- 
tion of the State Department and 
Commerce Department work in this 
field; a stronger, better paid and more 
business-like diplomatic service; a bet- 
ter paid consular service. There is 
the outstanding need of a concerted 
foreign policy on trade matters at 
least, and there are numerous minor 
adjustments and administrative bet- 
terments that could be made to advan- 
tage. 

The foregoing comment on the points 
of disagreement between the two de- 
partments has been given in its bald- 
est form. There is no sharp clash- 
ing of efforts between the Commerce 
and State Departments; in the main, 
they work harmoniously, and possi- 
bly the very existence of a certain 
rivalry between the two departments 
has been beneficial in spurring each to 
its best efforts. Talk of “divided 
control” of foreign service exists and 
an effort has been made in this paper 
to point it out frankly in its most ex- 
treme issues. 

In England, they have had the same 
question to consider and the conflict of 
interests between the British Foreign 
Office and the Board of Trade was 
deemed serious enough to require legis- 
lative action. That action has set up 
a separate Department of Overseas 
Trade, poised midway between the 
Foreign Office and the Board of, Trade, 
controlling and centralizing all the for- 
eign trade work of the British Govern- 
ment. The policies and administration 


au 
ae 
2 
ae 
FR 
A 
ven 
lp 
* 
«& 
Pa.) 
OF 
id 
3 
“3 


114 


of the Foreign Office, partly of the 
Board of Trade and partly of the Over- 
seas itself. 

Many interested American business 
men and officials believe that a sepa- 
rate Bureau or Department of For- 
eign Commerce, consolidating the pres- 
ent Bureau of Foreign and Domestic 
Commerce and its commercial attachés 
and trade commissioners with the 
foreign trade work now being per- 
formed in the State Department, with 


The Foreign Trade Work of the Chamber of Commerce — 
of the United States 


By Caauncey SNow 
Manager, Foreign Commerce Department, Chamber of Commerce of the United States of America 


S foreign trade matters have as- 
sumed more importance in the 
course of business in individual business 
concerns in the United States, they 
have naturally occupied to a growing 
extent the attention of the chambers of 
commerce and national and sectional 
industrial and trade associations. This 
development has been reflected in the 
activities of the Chamber of Commerce 
of the United States, which is a na- 
tional headquarters for the chambers 
of commerce and most of the trade 
associations, as well as having an indi- 
vidual and associate membership itself, 
consisting of thousands of business 
men and business houses. From the 
time of its organization, in 1912, the 
National Chamber has continuously 
dealt with important questions in the 
growth and promotion of the foreign 
trade of the United States. This was 
contemplated in its organization pur- 
poses and has been noticeable from the 
outset in the resolutions and discus- 
sions in annual and special conventions 
and in the referenda by which the 
Chamber endeavors to reflect the con- 
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joint control by the head of the sepa- — 
rate Bureau or Department and the 
Commerce Department and the State 
Department, offers the biggest chance 
for improvement and codrdination of 
our own governmental foreign trade 
work. Mr. Harding, in a speech at 
Louisville, has indicated that he is 
considering this subject. It will un-— 
doubtedly come up for a hearing in 
this country, and probably in the not 
distant future. 


national questions in the United States, 
The opening of a Foreign Commerce 
Department in the National Chamber 
in 1920 did not mark the takihg up of © 
a new activity but simply the recogni- 
tion of foreign trade as one of the out- — 
standing sides of American business 
presenting national problems. Ade- 
quate machinery was set up within the — 
Chamber to assure proper attention to | 
foreign trade matters arising in the — 
regular course of the organization’s — 
work. 

In the membership of the Chamber 
of Commerce of the United States are 
found such organizations as the Ameri- 
can Manufacturers’ Export Associa- 
tion, the Philadelphia Commercial 
Museum, the National Association of 
Manufacturers, the American Export- 
ers’ and Importers’ Association, the 
Export and Import Board of Trade of 
Baltimore, and the Foreign Trade Club © 
of San Francisco, all of which are either 
exclusively or to a very large extent 
concerned with the work of foreign- 
trade promotion. The membership 
also includes such chambers of com- 
merce and similar organizations as the 
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~ New York Merchants’ Association, the 
. Chicago Association of Commerce, the 
Orleans Association of Commerce, 


, Pittsburgh, 
and Boston Chambers of Commerce, 
‘to mention only a few of the most 


Another important element in the 
_ membership of the National Chamber, 
from a foreign trade standpoint, is the 
American Chambers of Commerce in 
London, Paris, Milan and Naples, 
Brussels, Barcelona, Constantinople, 
Mexico City and Tampico, Buenos 
; ires, Havana, Rio de Janeiro, Sao 
Paulo, Shanghai, Peking and Tientsin. 
Further, national industrial and trade 
associations which have developed 
definite foreign trade activities, such 
as the Tanners’ Council, the National 
Automobile Chamber of Commerce, 
the National Implement and Vehicle 
Association, the American Paper and 
Pulp Association and the Music Indus- 
tries Chamber of Commerce, to men- 
tion only a few, are active organization 
members in the National Chamber. 
Every one of the organizations coming 
within these various classes has foreign 
trade matters, possibly in the shape of 
declarations or resolutions, possibly 
practical problems coming up in the 
run of business, which are taken up 
with the national organization in Wash- 
ington. Foreign tiade interests are 
recognized specifically in the appoint- 
ment of two members of the Board of 
Directors of the Chamber of Commerce 
of the United States. Obviously, this 
character of organization membership 
and representation in the councils and 
work of the Chamber assures a pretty 
broad field of foreign trade endeavor, 
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inquiries presented by the business con- 
cerns which make up the individual 
and associate membership. 

The broader activities of the Cham- 
ber of Commerce of the United States 
on foreign trade lines are numerous. 
It has taken part in building up the 
foreign trade promotion service of the 
government. At the first annual meet- 
ing the needs of improvement of the 
American consular service were taken 
up, and in 1913 a referendum gave the 
support of the organization membership 
to the development of the Bureau of 
Foreign and Domestic Commerce. In 
1915 another referendum furthered the 
extension of the work of that Bureau 
and the improvement of the consular 
service on certain specific lines. The 
subject which later became embodied 
in the Webb-Pomerene Law was urged 
by the Chamber. The questions relat- 
ing to the American merchant marine 
are another example of topics of nation- 
wide interest bearing on American 
foreign trade on which the membership 
of the Chamber has gone on record and 
pressed toward constructive action. 

In two of its national conventions, 
the organization has had special for- 
eign trade meetings. It took the ini- 
tiative in 1919 in inviting delegations 
of business men from Great Britain, 
France, Italy and Belgium to a con- 
ference at Atlantic City which led the 
way to the formation of the Interna- 
tional Chamber of Commerce in 1920, 
and helped to clarify and point the 
way on some of the most clouded 
issues in connection with international 
financial transactions following the 
war. The Chamber of Commerce of 
the United States is the national organ- 
ization in this country which has con- 
ducted the organization work of the _ 
of commercial disputes between busi- 
ness men in the United States and buy = 


ers or sellers in foreign countries es: 
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taining definite and organized foreign Ss 
trade activities. 
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another line of foreign trade activity 
on which the Chamber of Commerce of 
the United States has made consider- 
able progress. Following the first 
Pan-American Financial Conference, 
arrangements for the arbitration of 
commercial disputes between business 
houses in the United States and in 
Argentina were worked out with the 
Bolsa de Comercio in Buenos Aires. 
The agreement became effective in 
April, 1916, and some of the more seri- 
ous commercial disputes have been 
settled under it. Similar agreements 
for arbitration have been negotiated 
with commercial organizations in some 
of the other Latin-American countries 
and further agreements are now being 
negotiated. The Chamber has also 
given its good offices in clearing up 
misunderstandings and bringing about 
satisfactory settlements in many com- 
mercial disputes between Americans 
and foreigners before the matters in- 
volved came up formally for arbitra- 
tion. Increasing contacts with trade 
bodies in foreign countries are being 
made from year to year. 
_ The Chamber is working to build up 
a solid appreciation of the importance 
of foreign trade, in every part of the 
United States, in which it is meeting 
with the codperation of its organiza- 
tion members. Foreign trade matters 
are brought to the attention of the 
entire membership through regular 
_ publications: The Nation’s Business 
has a distinct foreign trade slant, the 
Legislative Bulletin covers federal 
legislation touching on foreign trade 
and the General Bulletin carries a 
record of important government publi- 
eations, regulations and orders atfect- 
ing foreign business. The Foreign 
Commerce Department Committee of 
the Chamber, consisting of three mem- 
re of the Board of Directors and nine 
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in some line of foreign business, m: 
every two months and recommends to 
the Board of Directors action on the 
most important questions that have 
arisen in the Department. A phase of 
the general work of promoting interest 
and increasing the spread of foreign 
trade education and publicity is the 
contact with the Department of Com- 
merce and the Department of State. 
The Chamber arranges with its mem- 
ber organizations for the visit of return- 
ing government officials from abroad 
and foreign visitors, in delegations and 
singly,—a strong point in developing 
interest and spreading information. 
The Chamber is especially interested 
in the increase and betterment of the 
facilities for foreign trade, such as the 
postal service, the cable and radio ser- | 
vices, shipping facilities, marine and 
other insurance, banking and all the 
services of foreign trade information,— 
credit reports, reports on business con- 
ditions, trade opportunities, laws and 
rules and regulations in foreign coun- 
tries which are pertinent to the busi- 
ness interests of the United States. 
The support given to the so-called 
McHugh Plan for a foreign financing 
corporation under the Edge Act, to 
operate on a large scale of long-term 
credit transactions in the foreign trade, 
as sponsored by the American Bankers’ 
Association, is one concrete example of 
the Chamber’s activity in connection 
with such matters. The Board of 
Directors of the Chamber, on a report 
by a special committee, recommended 
that the McHugh Plan be brought 
before all the members of the Chamber 
for their sympathetic consideration. 
In advance of the organization meeting 
in Chicago, a circular, with a covering 
letter giving all pertinent facts inregard 
to the plan, was sent to each memberre- 
ceiving service from the Chamber. 
Another example of this sort of work 
for better facilities is the Foreign Com- 
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merce Department’s action in bringing 
to the attention of all organization 
members the importance of the new 
statistical classification of exports and 
imports and the need of added appro- 
priation in order to enable the new 
schedules to be made effective. Par- 
ticipation in the preliminary confer- 
ences in the Department of State with 
regard to the International Communi- 
cations Conference is another instance 
of the same sort of work. The Depart- 
ment keeps in touch with all govern- 
ment offices dealing with foreign trade 
matters, as it does with all the trade 
organizations with foreign departments. 

The Foreign Commerce Depart- 
ment of the Chamber handles a con- 
siderable volume of correspondence on 
foreign trade subjects, particularly on 
topics that come under the heading of 
“problems.” Members of the staff are 
familiar with export and import prac- 
tices, statistics and the literature of 
foreign commerce, and endeavor to 
keep thoroughly posted as to new 
developments which will help the mem- 
bers to solve their problems. Perhaps 
the most useful service function to an 
inquiring individual or associate mem- 
ber is providing information as to 
sources from which members may ob- 
tain service and assistance in the vari- 


_ ous branches of foreign trade. “Help- 


> 


ing the members to help themselves’ 
was the key-note of the first pamphlet 


_ issued by the Department, bearing the 


a * Promoting Foreign Trade, with the 


sub-title, With Particular Reference to 
the Work of Chambers of Commerce. 
The Foreign Commerce Depariment 
is proceeding on the theory of not at- 
tempting to duplicate the foreign trade 
work that is being done by the govern- 
ment offices, and other recognized trade 


_ information agencies whose services 
are readily available. The local cham- 


ber of commerce in a manufacturing 
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most useful centers of foreign trade 
information for current and frequent 
reference and the National Chamber 
makes a special point of helping the 
local organizations to render the best 
possible foreign trade service. Besides 
commercial and trade associations, 
there are banks, trade papers, freight 
forwarders, railroads, shipping com- 
panies and other sources of foreign 
trade information readily accessible to 
the average exporter, and the more 
familiar he is with their functions and 
the more familiar they are with the 
primary sources of foreign trade in- 
formation and with the needs of the 
exporter, the better the service all 
around. 

The National Chamber does answer 
direct foreign trade inquiries and en- 
deavors to give its members the infor- 
mation which they request. Atthesame 
time, it makes a point of indicating to 
the inquiring member the best original 
sources of information on the topics 
involved and thus continuously carries 
on a line of educational work. Ques- 
tions covered include foreign financing, 
credits, ocean transportation, freight 
forwarding, marine and pilferage in- 
surance, trade mark registration, for- 
eign patent requirements and other 
foreign laws, export packing, postal 
facilities, foreign consular require- 
ments, tariff rates, translations, ad- 
vertising and trade lists. No attempt 
is made to build up a staff service on 
each of these lines which would dupli- 
cate work being admirably done by the 
Bureau of Foreign and Domestic Com- 
merce, the National Association of 
Manufacturers, the American Manu- 
facturers’ Export Association, the Phil- 
adelphia Commercial Museum, the 
great credit-reporting agencies, the 
banks, etc. The important thing is 
that the inquiring member shall know 
the best specialized agencies in the field 
of his inquiry. 
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The biggest work of the Chamber of 
Commerce of the United States in the 
foreign trade field is unquestionably in 
the lines of developing solid sentiment 
for and understanding of the signifi- 
cance of foreign trade; contributing to 
the establishment, adoption and prose- 
cution of sound national policies on 
foreign trade; and working for a better 
national equipment for the conduct of 
foreign business. Improving the facili- 
ties for foreign trade information work 
by the member organizations of the 
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The National Foreign Trade Council 
By O. K. Davis 
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National Chamber is one of its helpful 
functions. Through its publications, 
the Chamber itself spreads a great deal 
of vital information regarding foreign 
trade legislation, literature and topics 
of particular interest at a given time. 
It performs a certain amount of definite 
and specific service work with its indi- 
vidual and associate members. It 
aims at helping to solve acute problems 
and encouraging the development of 
the best standards of practice in Ameri- 
can foreign trade. 

ve 


Secretary, National Foreign Trade Council 


N the early part of 1914, when the 
United States was undergoing one 
of those periodical depressions charac- 
terized by decreasing consumption, the 
leading business men of the country 
realized very forcibly that the manu- 
facturing industries of the country had 
reached a point where more could be 
produced than could be consumed in 
the domestic market. The need for 
foreign markets became very real, very 
evident. Yet the United States was in 
no condition to expand its foreign 
trade. The majority of our manu- 
facturers were frankly unsympathetic 
toward the development of foreign 
fields. The government, too, was in- 
terested chiefly in domestic problems. 
The American exporter was faced by 
an almost total lack of American ton- 
nage, by an under-equipped and poorly- 
housed government trade service, and 
by commercial treaties of an uncertain 
nature. 

Before there could be any real expan- 
sion of American foreign trade under 
such conditions, two things were neces- 
sary: the country at large had to be 
educated to the need for foreign trade 


to insure domestic prosperity ; ; and 
means had to be found of removing the 
legislative and commercial obstacles. 
No one of the factors concerned in the 
development of foreign trade could by 
itself secure the ear of the people and 
of the government. ‘The situation re- 
quired combined action of an impres- 
sive nature. 

To bring about this codperation and 
to provide a body whose deliberations 
would attract the necessary attention, 
a meeting was called at Washington in 
May, 1914, by the American Manu- 
facturers’ Export Association, the 
American Asiatic Association, and the 
Pan-American Society of the United 
States. There assembled some four 
hundred men who were the leaders in 
manufacturing, merchandising, agri- 
culture, banking and transportation. 
They came from all parts of the coun- 
try, and represented the small concerns 
as well as the large. This gathering 
received the support of the Secreta- 
ries of Commerce and State, and the 
delegates were received by the Presi- 
dent. All aspects of the foreign trade 
situation were considered, and the final 
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declaration of the convention con- 
tained, as its main features, ideas which 
have been the rallying points of for- 
eign trade discussion since. 

Recognizing the need of a perma- 
nent non-political and non-partisan 
body able to formulate policies essen- 
tial to foreign trade and to bring such 
policies to the attention of the whole 
country, this gathering authorized the 
formation of the National Foreign 
Trade Council with an initial member- 
ship of thirty (later increased to sev- 
enty-five). 

The Council, whose membership 
includes manufacturers, merchants, 
farmers, railroad and steamship men, 
bankers and others, representing as 
nearly as possible all sections of the 
United States, provides no direct com- 
mercial service, its function being 
investigatory and advisory. It seeks 
to codperate with all other organiza- 
tions in the encouragement of sound 
national foreign trade policy. The 
members support the work of the 
Council as a public duty. 

The Council was authorized specific- 
ally by the resolution creating it to call 
a Second National Foreign Trade Con- 
vention, and such annual conventions 
have become a leading feature of the 
Council’s work. The second conven- 
tion was held at St. Louis. Subsequent 
conventions were at New Orleans, 
_ Pittsburgh, Cincinnati, Chicago and 
San Francisco. The eighth convention 
will be held in May in Cleveland. 

There has been a gradual widening 
in the scope of the program of these 
conventions, until they have become 
_ the one regular assemblage exclusively 
_ devoted to foreign trade, which repre- 
sents the mutual interests of manufac- 
tured and natural products, industry, 
merchandising, transportation and 
finance. The published proceedings 
of the seven conventions thus far held 
are acknowledged to contain a greater 
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amount of authoritative and well di- 
gested information on foreign trade 
problems than is obtainable in any 
other volume. 

Year by year since the formation of 
the National Foreign Trade Council its 
effectiveness has increased and its 
influence has expanded. Among its 
activities may be enumerated the fol- 
lowing, which are only representative 
of its many other interests: 

War Emergency. Investigation of 
shipping congestion begun by a special 
merchant marine committee the day 
following the outbreak of the Euro- 
pean war. A special meeting of the 
Council at New York, August 10, 1914, 
resulted in a vigorous call for enact- 
ment of ship registry legislation, estab- 
lishment of war risk insurance, and a 
declaration in favor of codperative 
effort by all interests for restoration of 
normal exchange. The conclusions 
commanded instant support through- 
out the United States and encouraged 
prompt enactment of the necessary 
legislation by Congress. 

In the emergency conference called 
by the Secretary of the Treasury at 
Washington, August 14, 1914, members 
of the Council were requested to assist 
in drafting regulations providing for 
the expeditious transfer of foreign- 
built ships to the American flag under 
the ship registry laws. To this the 
smooth operation of the registry law is 
largely due. 

Dollar Exchange. To meet difficul- 
ties of Latin-American trade, and to 
encourage the establishment of dollar 
exchange, the Council urged the Fed- 
eral Reserve Board to give early effect 
to the regulations providing for the 
rediscount of foreign paper. This was 
done and dollar exchange has been 
utilized to an unprecedented extent 
in Latin-American trade. 

Latin-American Trade. Participa- 
tion of the committee representing the 
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Council in the Latin-American trade 
conference called by the Secretaries of 
State and Commerce at Washington, 
September 10, 1915. The committee 
offered a report arising from the co- 
operation with the Latin-American 
exporters and importers, and this re- 
sulted in the appointment by the Sec- 
retary of Commerce of a national 
Latin-American trade committee of 
nineteen, including a large number of 
members of the Council. This com- 
mittee in turn adopted a further report 
on Latin-American trade, recommend- 
ing ways and means for establishment 
of dollar exchange and setting forth the 
fundamentals, such as investment, 
coéperation, etc., necessary for an in- 
crease of United States commerce with 
Latin America. It pointed out the 
difficulties as well as the opportunities 
in Latin-American trade and empha- 


sized the need for improved credit 


machinery before existing trade could 
be handled, to say nothing of future 
Many manufacturers and 
merchants were dissuaded from hasty 


7 invasion of Latin-American markets, 
_ which might have resulted disastrously 


and reacted on the cause of sound for- 
eign trade extension. 

Support of the Department of Com- 
merce and Consular Service. The 
Council has been unremitting in its 
advocacy of increased resources for 
efficiency of the already effective De- 


_ partment of Commerce and the Con- 


sular Service, which render valuable aid 


to all business engaged in or affected 


by foreign trade. The Council has 
issued special reports urging increased 


- appropriations for these services, which 


were in part granted by Congress. A 
practical and successful effort was 


made in behalf of a suitable building 


for the United States Consulate Gen- 
eral at Shanghai. 


The principle of 

acquisition of suitable embassy and 

legation buildings and consulates where 
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needed is constantly advocated by this 
organization. 

Exports Control. Upon the Ameri- 
can declaration of war against Ger- 
many the National Foreign Trade 
Council, through its Committee on 
Exports Control, codéperated with the 
government in the earnest effort to 
assist in the accomplishment of the 
chief purposes of the exports control 
law, namely, the prevention of aid 
to the enemy, directly or indirectly, 
through neutrals, or through enemy 
traders, and the conservation of ton- 
nage and war materials for curselves 
and our Allies. 

When the Armistice was signed, the 
Council was bending every energy to 
the expansion of exports of high value 
and relatively small bulk, especially 
to the neutral markets of the Far East 
and South America, in order to secure 
prompt and substantial improvement 
of the adverse exchange situation then 
obtaining with those regions. 

Immediately following the signing 
of the Armistice, the Council, through 
its Committee on Exports Control, 
joined with other associations in efforts 
to secure the prompt relaxation of 
trade restrictions by the War Trade 
Board, and the largest possible allot- 
ment of merchant ships to commercial 
service by the Shipping Board and the 
War Department. These efforts were 
attended by a substantial measure of 
success. Close touch was kept with 
the situation at Washington until prac- 
tically complete relaxation of war re- 
strictions was obtained. 

Production for Foreign Trade. The 
absorption of American producers gen- 
erally in war work, and their energetic 
coéperation with various branches 
of the government which were vigor- 
ously stimulating war production, had 
caused a renewal of the old tendency 
among American manufacturers to dis- 
regard foreign trade for the domestic 
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market. This was a matter which 
called for effective action by the Na- 
tional Foreign Trade Council. In all 
ways available to it, by correspond- 
ence, by personal interview, public 
address and through its various means 
of publicity, the Council was unremit- 
ting in its efforts to emphasize the 
ultimate danger of present neglect of 
foreign connections. 

Problems of Smaller Foreign Traders. 
Much of the work of the Council is 
concerned with legislation and the 
creation of a public opinion on the 
necessity of an overseas trade, and the 
Council has never lost sight of the im- 
portance of having our smaller manu- 
facturers and merchants participate 
in foreign trade. In response to .the 
numerous inquiries which it has re- 
ceived from all over the country, the 
Council prepared a small pamphlet on 
Starting to Export, setting forth in brief 
analysis the elementary steps to be 
taken in entering export trade, the 
sources of information to be consulted, 
and the policies to be observed. 

Export Quotations. As a result of 
frequent disputes arising out of the 
misuse of the term “F. O. B. (Port),” 
the Council, in codperation with other 
important foreign trade associations, 
prepared a series of definitions of 
export quotations and recommenda- 
tions for a standard American export 
practice. These were embodied in a 
pamphlet entitled American Foreign 
Trade Definitions, over 100,000 of 
which have been distributed in this 
country and abroad. 

As a result of this standardization 
of terms, the Council has been able to 
awaken so great an interest in correct 
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foreign trade technique, that many — 
problems and disputes involving che 
use of trade terms are being submitted 
for the Council’s opinion and decision. 
Improved Foreign Communications. _ 
In the summer of 1919, a Committee __ 
on Foreign Communications was ap- 
pointed to deal especially with the 
situation arising out of the great con- 


w ireless. At its first meeting, this = 
ommittee adapted a Fesovation declar- 


government control. The committee — 
also recommended that, pending the re- v a 
turn of the commercial radiostationsto __ 
their owners for operation, the use of _ 
the naval radio stations in commercial : 
service be continued. 


fluence it in about the improve- 
ment of conditions in trans-Pacific 
communication and in securing the 
promise of better facilities for the 
future. 
Foreign Trade Education. The Na- — 
tional Foreign Trade Council has al- _ 
ways taken the most active interest in 
the development of adequate facilities __ 
for foreign trade education. TheCoun- __ 
cil has lost no opportunity to codperate 


preparing young men for foreign ser- “$ 7 
vice. The subject of Education for 
Foreign Trade is always a feature of - 
the Trade Conventions. 
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operation of trans-oceanic systems of . 
communication, and urging the prompt 
return to their owners of such commer- ts 
cial wireless systems as were still under . 


American Chambers of Commerce in Foreign Countries 


By Jay E. Firzceratp 
Chamber of Commerce of the United States of America 


ITH the ending of the European 
War came a marked revival 
of interest in American commercial 
organizations in foreign countries. 
Chambers of commerce already in the 
field launched membership campaigns 
and took measures to improve their 
service; publications were revived and 
enlarged; organizations that had de- 
pended on volunteer service employed 
paid executives and provided the nec- 
essary clerical staff; in short, efforts 
were made to put the American cham- 
bers of commerce on an efficient work- 
ing basis. New organizations were 
formed in a number of cities, including 
Peking, Harbin, Hankow and Chang- 
sha, China; Sao Paulo, Santos, and Per- 
nambuco, Brazil; Habana, Cuba; La 
Paz, Bolivia, and Johannesburg, South 
Africa. In addition to these, there are 
now American commercial organiza- 
tions in Paris, London, Barcelona, Mi- 
lan, Naples, Constantinople, Shanghai, 
Tientsin, Buenos Aires, Rio de Janeiro, 
Valparaiso, Barranquilla, Mexico City, 
Tampico, Monterey and Manila. 

As independent, voluntary organiza- 
tions deriving their support from initia- 
tion fees and annual dues and neither 
controlled nor supported by their 
government, American chambers of 
commerce in foreign countries have 
developed along individual lines. Their 
type of organization and service meth- 
ods have been determined largely by 
local conditions, just as is the case with 
commercial organizations in the United 
States. Some of the chambers are 
incorporated in the United States and 
others under the laws of the countries 
in which they are domiciled. 

The American chamber at Paris is 
_ the oldest organization in the field and 


its by-laws have served as a model for 
a number of chambers formed at later 
dates. The organizations in London, 
Barcelona, Milan and Rio de Janeiro 
and other Brazilian cities adopted most 
of the features of the Paris statutes. 
By-laws of the chambers at Shanghai, 
Tientsin and other cities in China 
differ in many respects from all others, 
owing to conditions peculiar to their 
field. The organizations at Mexico 
City, Tampico and Monterey have 
practically the same by-laws, deter- 
mitfed in some features by the Mexican 
legal requirements. The chamber at 
Buenos Aires worked out by-laws 
differing in a number of particulars 
from those of other organizations, and 
the chambers formed later at Habana 
and Johannesburg are modeled after 
these statutes. Constantinople and 
Naples have similar by-laws, based 
upon those of the Paris chamber. 

The fundamental difference between 
the types of organization adopted by 
American chambers abroad lies in their 
membership qualifications, on which 
basis they fall, generally, into two 
classes: those in which active member- 
ship is limited to American individuals 
and firms, and those which admit to 
active membership citizens and firms 
of other nationalities. This difference 
in membership qualifications resulted 
primarily from the need of support, 
financial and otherwise, in carrying on 
the work of the new organizations. If 
there had been in every foreign city in 
which an American chamber of com- 
merce was formed a sufficient number 
of Americans to give it adequate per- 
sonal assistance and financial support, 
or if at the outset there had been assur- 
ance of sufficient support from business 
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men in the United States, undoubtedly 
all of them would have restricted 


active membership to Americans. 
Under actual conditions the American 
colony considering the organization of 
a chamber had to decide whether to 
invite support from the business men 
of the country in which they were 
located by according them active 
membership, or to go it alone and trust 
to help from business interests at home. 

Where other than Americans are 
permitted to become active members, 
however, the eligibility of foreigners to 
office in the chamber is more or less 
restricted, with a view to preserving 
the American spirit of the orgraniza- 
tion and ensuring control by the Amer- 
ican element in its membership. To 
require that only Americans be ad- 
mitted to active membership would 
probably have delayed the organiza- 
tion of American business interests in 
some countries, but such a requirement 
is generally considered desirable and 
is the ultimate aim of American organ- 
izations. It is significant that the 
policy of the Association of British 
Chambers of Commerce is to admit to 
its membership only those British 
chambers in foreign countries that 
restrict membership to British indi- 
viduals and firms. 

Most American chambers of com- 
merce in foreign countries have the 
administrative machinery with which 
business men in this country are 
familiar. There are the usual elected 
and appointed officers, committees, 
etc., with the work centering around 
the secretary. The success of the 
organization depends largely on its 
secretary, and few chambers are for- 
tunate enough to have among their 
members someone who can give the 
necessary time to the work ordinarily 
performed by a salaried executive and 
who is likewise qualified for the work. 
The most promising feature of Amer- 
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ican commercial organization work 
abroad is the increasing number of 
chambers that are employing com- 
petent and experienced men as salaried 
secretaries and providing them with 
an adequate clerical staff. 

Service, in its broadest sense, is the 
chief function of an American chamber 
of commerce. It serves the American 
business public by upholding in foreign 
countries the highest standards of 
American commercial practise, by 
bringing about a solidarity of American 
interests and promoting their develop- 
ment, by representing to foreign peo- 
ples the views and aims of American 
business men, and by interpreting the 
foreign point of view to the American 
business public. In performing such 
service the American chamber works 
for all American commercial interests. 

By service is usually meant, how- 
ever, the work undertaken for indi- 
vidual members who through their 
annual dues are contributing directly 
to the maintenance of the organiza- 
tion. These members include, in most 
cases, the resident and non-resident 
Americans and the native business 
men who are accorded active or asso- 
ciate membership. Individual service, 
therefore, is usually designed to meet 
the needs of all three classes. 

A distinction may be made between 
the service provided voluntarily and 
regularly, and the service that is given 
in response to occasional needs. The 
publications issued by the chamber 
are an example of the former class, and 
the adjustment of commercial dis- 
putes an example of the latter. In one 
case the chamber on its own initiative 
places in the hands of its members a 
publication containing information of 
interest and valye to them. In the 
other, the chamber equips itself to 
render specific service as occasion 
demands. This readiness-to-serve is 
more than mere willingness to try to do 
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things, for readiness implies prepara- 
tion and erganization. 

What our commercial organizations 
abroad are doing for the American 
business man can be judged from a brief 
statement of various activities they 
have undertaken. Not all of them 
furnish all the services here indicated, 
nor does the statement include special 
lines of work that some chambers are 
doing. 

Information. All American cham- 
bers undertake to furnish their mem- 
bers with information such as statistics 
of imports and exports of specified 
lines, reports upon customs duties 
and regulations, commercial travelers’ 
licenses and fees, inland and ocean 
transportation routes and tariffs, ex- 
change rates, patents and trade-marks, 
pending legislation affecting American 
interests, etc. Information of this 
character is primarily for the use of 
American business men. The chamber 
likewise serves as a medium to acquaint 
the business men of the foreign coun- 
try with American views and inter- 
pretation of commercial terms, etc. 
So far as such information is of general 
interest it may be conveyed to mem- 
bers through the chamber’s periodical; 
matters of interest to only certain 
classes are sometimes sent to these by 
letter or circular. There is always, in 
addition, a certain amount of special 
information which the chamber has in 
its files or has arrangements to obtain 
through its relations with the sources 
of such information, both governmental 
and private. 

Credit Reports. Usually chambers 
of commerce restrict their credit in- 
formation service to indicating to 
inquirers the sources from which such 
information can be- obtained, for a 
chamber of commerce can not well 
assume the responsibility involved in 
making credit reports. Some cham- 
bers arrange to secure for their mem- 
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what places they can profitably visit, 


bers reports from agencies eiietin in 
that business. 

Agents and Connections. ‘The Amer- 
ican chamber of commerce is usually in 
position to furnish firms in this country 
with the names of foreign individuals 
or firms who will make satisfactory 
agents or representatives. Satisfac- 
tory service in this respect depends 
largely on the chamber’s acquaintance 
with native commercial interests. 
While some chambers furnish merely 
the names of persons who might be 
appointed as agents, others render a 
distinctly helpful service by giving 
information as to the nature of the 
business handled by the foreign firms, — 
their connections in foreign trade ond ] 
their equipment to handle an agency. 
Many chambers use their periodicals 
to furnish both native and American — 
firms with the names of business houses _ 
seeking foreign connections. 

Assistance to Travelers. American — 
salesmen visiting foreign countries, 
especially those representing firms — 
that are members of the American be 
chambers abroad, look to these organ- 
izations for information as to business 
conditions, local commercial regula- 
tions, itineraries, hotel accommoda- — 
tions, etc. They are also anxious to — 
obtain advice as to the best “prospects” _ 
to approach. The American com- 
mercial organizations, which are thor- 
oughly acquainted with native business 
interests and which have gained their 
confidence and esteem, can not only 
furnish such information but can also 
secure an entrée for the American 
traveler that he would not otherwise 
enjoy. Another service frequently 
given American travelers is the find- 
ing or furnishing of competent inter- 
preters and translators. 

To foreign business men who visit 
the United States the American cham- 
ber is especially helpful. It tells them 
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ES ‘maps out tentative itineraries, fur- 
nishes letters of introduction, etc. The 
favorable impressions of the United 
States and American business men that 
foreigners carry back to their own 
countries have been due in many cases 
to the care taken by American cham- 
bers of commerce in planning for 
their visits and in arranging for them 
to meet the right people while in this 
country. 

Office Facilities. The quarters of an 
American chamber of commerce are of 
direct service, in many cities, both to 
the resident American members and 
to visitors and native business men. 
They ‘serve as an American business 
headquarters, the place where resident 
Americans meet to discuss their prob- 
lems and where visiting Americans and 
others may come for information and 
for conferences. Most chambers have 
libraries and reading rooms, where are 
kept the reference works, periodicals, 
etc., needed by the chamber in its 
work, and where informal conferences 
are held. The libraries of American 
chambers range in size from those con- 
taining a comparatively few of the 
indispensable reference works up to 
those having twelve thousand volumes 
on their shelves. In some organiza- 
tions special attention is devoted to 
trade journals and catalogues, which 
are filed and indexed so that they may 
be readily consulted by persons seeking 
information. 

Adjustment of Trade Disputes. Every 
American chamber of commerce has 
opportunities to assist in adjusting 
trade disputes that arise between 
American and foreign business men. 
Some organizations make definite pro- 
vision for such service through appoint- 
ment of committees and adoption of a 
uniform course of procedure in making 
surveys and handling arbitrations. 
Many disputes, especially those due to 
Misunderstandings or to misinterpre- 
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tation of correspondence, are handled am 


in an informal manner. The success of 
the chamber in arbitration work de- 
pends largely upon its establishing and 
maintaining a reputation for impar- 
tiality and efficient handling of cases 
brought before it. 

Employment. Some chambers con- 
duct a service designed to find posi- 
tions for competent employes, and for 
this purpose use their periodicals. 
Other chambers also offer to aid em- 
ployers to find satisfactory persons to 
fill positions they may have open. 

Publications. 


fortnightly or monthly publication. 
Some are in English only; others in 
both English and the language of the 
country in which the chamber is 
located; still others in the language - 


the foreign country. Some carry ad- Le 
vertising while others do not. ee ae en 


contain material of interest chiefly _ 
the Americans resident in the foreign _ 
country; others aim to present material 
of interest chiefly to the business man | 
in the United States; still others are 
designed to make an appeal to all busi- __ 
ness men, American and foreign, who 
are interested in the trade of the two — 
countries. Some chambers of com- 
merce have, in addition to the formal 
publication, a weekly bulletin service 
designed principally for the active 
resident membership. In the last two 
years there has been a notable im- 
provement in these publications, in 
both appearance and contents. Sev- 
eral chambers have also inaugurated a 
news service, by which weekly or 
monthly commercial reports are sent 
by mail or cable to agencies in the | 
United States for distribution. . 
There are many other ways in which in 
our commercial organizations abroad 
can serve the American business man. 
Some chambers have developed a 
specialized service system; others, par- 
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Practically every 
chamber of commerce issues a weekly, = 
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ticularly the younger organizations and 
those located in cities without a con- 
siderable number of resident Ameri- 
cans, are unable to provide the service 
that will be possible when their mem- 
bership and revenues are increased. 

The American chamber of commerce 
is always in position to codperate with 
the consular service, with representa- 
tives of the Department of Commerce, 
with foreign chambers and with Amer- 
ican organizations both in the United 
States and abroad. In a majority of 
cases the initiative in establishing the 
chamber has been taken by the resi- 
dent American consular officer, and 
the consul is actively interested in the 
chamber’s work. Arrangements are 
frequently made with the local foreign 
_ organizations for an exchange of pub- 
lications and service that proves help- 
ful to both. 

American chambers of commerce 
abroad have sometimes complained, 
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HE International Chamber of 
Commerce, which was created in 

Paris in June, 1920, succeeds the In- 
ternational Congress of Chambers of 
Commerce and Industrial and Com- 
mercial Organizations. The Interna- 
tional Congress of Chambers of Com- 
merce was organized in 1904. Its first 
_ meeting was held in Liege, Belgium. 
Thereafter, meetings were held at 
a Milan in 1906, at Prague in 1908, at 
: London in 1910, at Boston in 1912, 
and at Paris in 1914. A permanent 
committee was appointed to conduct 

_ the affairs of the International Con- 
gress between the regular biennial 
meetings. While this project was ap- 
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International Chamber of 


By Joun H. Fanry 
, Organization Committee, International Chamber of Commerce 


proved by the leading of Congress of Chambers 


and not without reason, that th 
work is not accorded the support it 
should receive from home _ business 
men. At the same time they have 
realized that they lacked a direct point 
of contact with these home business 
interests. As a result some Ameri- 
can chambers have established, and 
others are arranging to establish, in 
the United States representatives and 
committees to promote their inter- 
ests, and particularly to increase their 
membership. Their plans also con- 
template providing service through 
the medium of such representatives 
and through connections with com- 
mercial organizations in this country. 
A majority of the American cham- 
bers are organization members of 
the Chamber of Commerce of the 
United States, which is actively tak- 
ing up the problems they encounter 
and endeavoring to improve and ex- 
tend their service. 


the world, the International Congress 
failed in the essentials of an interna- 
tional business organization for the 
reason that it did not have a permanent 
staff and permanent headquarters to 
function during the intervals between 
general meetings, and to give force 
and effect to the acts and resolutions 
of the Congress. 

Business men of the world recognized 
this weakness, and at a meeting of the 
Permanent Committee of the Inter- 
national Congress of Chambers of Com- 
merce, which was held in Paris soon 
after the signing of the armistice, came 
to the conclusion that steps should 
be taken either to reorganize the old 
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or to create a new organization which 
would be permanent in character and 
constituted so as to bind together the 
business and economic forces of the 
countries of the world, and to furnish 
a body to which business men of the 
nations could turn for information 
regarding commercial, financial and 
economic conditions in all foreign coun- 
tries. 

Reconstruction problems claimed the 
attention of the members of the Per- 
manent Committee at the meeting in 
Paris after the signing of the armistice. 
Belgium, France and Italy needed 
assistance. The United States was 
prepared and eager to aid in the reha- 
bilitation of these countries. In order 
that the problems of reconstruction 
might be brought effectively to the 
attention of American business men 
and financiers, the Chamber of Com- 
merce of the United States invited 
Belgium, France, Great Britain and 
Italy to send representative business 
men and bankers to meet similar repre- 
sentatives in the United States. This 
opportunity was afforded at the Inter- 
national Trade Conference which was 
held in Atlantic City during October, 
1919. Following the Conference the 
foreign delegates were taken for a tour 
of the principal industrial centers of 
the United States. 

One of the concrete results of the 
International Trade Conference at 
Atlantic City was the development of 
plans for establishing a permanent 
international organization. The gen- 
eral principles upon which such a body 
should be created were agreed upon by 
representative delegates in attendance 
at the Conference. A Committee on 
Permanent Organization, representing 
the five countries which participated in 
the meeting, was appointed to further 
perfect plans for the organization. It 
was decided that a meeting should be 
held in Paris in June, 1920. The Com- 


mittee on Permanent Organization was 
charged with the duty of studying 
various methods of organization in 
order to report a plan to the general 


meeting in Paris. The recommen- 
dations of the Committee on Perma- 
nent Organization were unanimously 
adopted, the International Chamber 
of Commerce was created, and a con- 
stitution and regulations for govern- 
ing the International Chamber were 
adopted at the general meeting. It is 
now functioning at its temporary head- 
quarters, 33 rue Jean-Goujon, Paris, 
France. Dr. Edouard Dolleans, of the 
University of Dijon, is serving as 
temporary General Secretary of the 
International Chamber. 

In addition to the permanent head- 
quarters, the plan provides for a gen- 
eral meeting every two years of dele- 
gates, representing the commerce of 
the nations. At such meetings resolu- 
tions and proposals on which advance 
notice has been given may be brought 
up for action as well as reports of com- 


mittees which have been at work dur- | 
ing the periods between meetings. i 
addition to the general meeting in _ 


which all delegates will participate 
there will be sectional meetings devoted 


to finance, transportation, production, i 
distribution and such other divisions _ 


of business activity as the membership 


may wish to organize. The first gen- _ 
eral meeting of the International ~~ 
Chamber will be held in London dur- 


ing June, 1921. 


A Board of Directors, representative 
of all the countries, has general direc- _ 
tion of the business of the Chamber. 


It will organize the committees and 
supervise investigations, and will as- 


semble frequently in the intervals | 


between the general meetings of the 


membership. The International Head- _ 

quarters will serve as a general clear- 
ing-house of international business a. 
information. It will provide a staffof 
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experts to work under the supervision 
of the Directors and Committees, and 
will regularly issue to the entire mem- 
bership reports and bulletins on general 
conditions. In addition to the general 
staff at the headquarters, each coun- 
try will be constantly represented 
there by an administrative commis- 
sioner of its own choosing, having ex- 
pert knowledge of the special needs of 
his own country. In each nation hold- 
ing membership in the Chamber there 
will be organized a National Bureau or 
Committee representative of the eco- 
nomic interests of that country, which 
will act as the connecting link with the 
International Chamber. 

A definite benefit to all the people of 
the world is to be derived from having 
a voluntary body, such as the Inter- 
national Chamber of Commerce, thor- 
oughly representative of many nations, 
ready to discuss and adjust such im- 
portant questions as finance, transpor- 
tation, raw materials, production, ship- 
ping, unfair competition and numerous 
other phases of international trade. 

The world’s business is handicapped 
not only by a lack of dependable in- 
formation to guide it but also by hun- 
dreds of needless obstacles and incon- 
sistencies in the laws affecting business 
in all the countries. Scores of these 
laws have not been changed in a hun- 
dred years or more. They were de- 
signed to control conditions existing 
long before present methods of trans- 
portation and communication changed 
the world’s system of business. Today 
these regulations and statutes delay, 
confuse and waste, representing un- 
necessary cost in the distribution of 
the world’s merchandise. A systematic 
survey of these laws and constructive 
suggestions from the business men, 
presented through their organizations, 
should prove helpful in eliminating 
these difficulties and making the com- 
mercial laws of all countries consistent 
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where there is no sound reason for 
difference. 

In offering suggestions concerning 
legislation, the plan of organization of 
the International Chamber insures 
consideration of the questions involved 
and the recording of decisions in a 
thoroughly democratic fashion. No 
decision nor recommendation may be 
arrived at without careful study, 
without full public discussion and due 
notice to every country and every in- 
terest involved. Decisions may be 
reached under these rules at the gen- 
eral conferences of the Chamber or by 
means of a system of referenda which 
has been found successful in many 
countries and will now be tried on an 
international scale for the first time. 
Since all proposals must have the 
support of intelligent men in all 
parts of the world, the moving con- 
sideration in arriving at decisions 
must be what is best in the interest of 
all, for the intelligent men of business 
today know that nothing can be good 
for business which is not in the public 
interest. 

The chief functions of the Interna- 
tional Chamber of Commerce, there- 
fore, will be to consider laws affecting 
commerce, to suggest changes and the 
enactment of new measures which will 
improve conditions; to effect reforms 
on their own initiative in business cus- 
toms and practices which will bring 
better results; to gather and distribute 
information necessary to the better 
conduct of commerce and suggest to 
governments improvements of existing 
systems. 

Indirect benefits are to be derived 
from the plan of the International 
Chamber. These advantages will ac- 
crue from the personal acquaintance- 
ships made as the result of meetings 
such as the International Chamber will 
hold regularly. Progress must begin 
with mutual understanding and estab- 
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lishment of confidence. Petty jealous- 
ies and narrow views which are reported 
to exist in one country as against an- 
other are soon found to have little 
foundation in fact, or may readily be 
overcome if they exist at, all, when 
intelligent men really get together 
determined to find a basis of agreement. 
Unfortunately the rivalry and compe- 
tition of commerce frequently cause 
needless friction in the world. Many 
of these alleged difficulties would 
disappear if the men who are actually 
engaged in the business operations 
involved would meet and attempt to 
understand each other. 

Considerable progress has been made 
in developing the organization as con- 
templated in its constitution. Bel- 
gium has established its National 
Bureau and has appointed its Admin- 
istrative Commissioner. The same is 
true with respect to Italy and the 
United States. France and England 
have established their National Bu- 
reaus but have not as yet selected their 
Administrative Commissioners. 

M. Etienne Clémentel has been 
elected first president for the Interna- 
tional Chamber of Commerce. M. 
Clémentel was formerly French Min- 
ister of Commerce and is now a mem- 
ber of the French Senate. He was a 
member of the Supreme Economic 
Council. He is president of the Board 
of Directors of the National Office of 
French Foreign Commerce and presi- 
dent of the National Committee of 
Councillors of French Foreign Com- 
merce. 

Mr. A. C. Bedford, chairman of the 
Board of Directors of the Standard 
Oil Company of New Jersey, is vice- 
president of the International Chamber 
of Commerce. He is also chairman of 
the American committee. The Amer- 
ican directors and alternates constitute 
the executive committee of the Ameri- 
can section and are members of the 
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American committee. The American 
directors and alternates are: 

Willis H. Booth, vice-president, Guar- 
anty Trust Company, New York; 
former vice-president, Chamber of 
Commerce of the United States. 

William Butterworth, president, 
Deere and Company, manufac- 

turers of agricultural machinery, 

Moline, Illinois; vice-president, 

- Chamber of Commerce of the 
United States. 

John H. Fahey, publisher, Boston, 
_ former president, Chamber of 

_ Commerce of the United States, 
and now a member of its Senior 
_ Council. He was chairman of the 

Permanent Organization Commit- 
tee of the International Chamber. 

Edward A. Filene, president, Wil- 
liam Filene’s Sons Company, Bos- 
ton; former director, Chamber of 
Commerce of the United States. 

Harry A. Wheeler, vice-president, 
Union Trust Company, Chicago; 
first president, Chamber of Com- 
merce of the United States, and 
now a member of its Senior 
Council. 

Owen D. Young, vice-president, Gen- 
eral Electric Company, New York; 
chairman, Board of Directors, Ra- 
dio Corporation of America. 

Dr. Frederick P. Keppel, formerly 
dean of Columbia College, ,and later 
third assistant secretary of war, and 
vice-president and director of over- 
seas operations of the American Na- 
tional Red Cross, has been appointed 
administrative commissioner to rep- 
resent the United States at the head- 
quarters of the International Chamber 
in Paris. 

An American section of the Inter- 
national Chamber has been established 
in the offices of the Chamber of Com- 
merce of the United States in Wash- 
ington. Mr. Lacey C. Zapf, formerly 
assistant manager of the Research 
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Department of the National Chamber, 
has been selected asits secretary. The 
American section will have an advisory 
committee of business men representing 
the different interests and geographic 
divisions of the United States. 

This International Chamber affords 
a medium through which the business 
men of the United States may be kept 
constantly in touch with international 
affairs. Such an organization prob- 
ably means more to the United States 
because of its vast area and the great 
diversity of its interests than to any 
other country. 

The International Chamber has al- 
ready taken steps to correct the evils 
of trade-mark piracy, to standardize 
documents and laws affecting com- 
mercial intercourse, to unify customs 
regulations and standardize the nomen- 
clature in customs tariffs of the world. 
An International Directory of Shipping 
and Quotation Terms is to be compiled 
with a view to effecting a common 
interpretation throughout the world. 

A research department is being or- 
ganized to collect, analyze and inter- 


Organization Under the Webb-Pomerene Law 


By ALLEN WALKER 
Manager, International Trade Department, Guaranty Trust Company of New York | 


UROPEAN public sentiment has 
apparently been little appre- 
hensive of harmful results from combi- 
nations of traders and manufacturers, 
such as are prohibited in our domestic 
commerce by the Sherman Law, and 
very liberal government recognition 
has been given to codperation in com- 
merce and industry in the principal 
countries abroad. 

Industrial combinations have long 
been developed in England, Germany, 
France, Belgium, Scandinavia and, to 
some extent, in Switzerland. In Eng- 
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pret statistical information for the 
business interests of the world. All 
nations at present gather statistics of 
their own commerce, but none regu- 
larly summarize this information in its 
relation to commerce of the world as a 
whole in such a manner as to meet the 
needs of business men. 

The International Headquarters 
will digest and disseminate promptly, 
through the medium of regularly is- 
sued bulletins, information regarding 
the legislative activities of the govern- 
ments of the world that may affect 
commerce or international business 
relations. Special bulletins will be 
issued from time to time relative to 
subjects of importance to the member- 
ship of the International Chamber. 
The annual reports of the International 
Chamber, the reports of special com- 
mittees, the debates and deliberations 
of business men of the world assembled 
in general meeting, and interpretations 
of proceedings of other economic gath- 
erings will all contribute to the central- 
ization of valuable information which 
is not elsewhere assembled. 


land and Germany they have, auiae 
reached the greatest importance. Ger- 
man associations have long been a 
powerful influence in foreign markets 
in connection with the codperative 
distribution of chemicals, dyes, metal 
goods, electrical products and other 
commodities. In Great Britain, groups 
of manufacturers in the engineering 
and similar industries have long been 
combined in an effective way for hand- 
ling foreign trade by associations, in 
order to avoid harmful competition 
with each other in overseas markets. 
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These combinations have been ex- 
tremely effective in promoting the 
foreign trade of the countries we have 
mentioned; and it was the recognition 
by Congress of the fact that they gave 
a definite competitive advantage in 
foreign markets over our individual 
American exporters which led to the 
legislation known as the Webb-Pom- 
erene Law, which was passed early in 
1918. By the terms of this Act, the 
restrictions of the Sherman Law are 
modified as to export trade, and com- 
peting American manufacturers and 
exporters may form such codperative 
organizations as they may choose to 
establish, and may unite in agreements 
as to prices, the allocation of territory 
and other similar matters in connection 
with their trade operations in foreign 
countries. 

Such organizations are under the su- 
pervision of the Federal Trade Com- 
mission. Since the passage of the law 
many so-called Webb Act corporations 
have been established in order to enjoy 
the advantages which are believed to 
be found in the plan. During the past 
year (1920) 43 associations, comprising 
approximately 732 concerns distributed 
over 43 states, reported to the Federal 
Trade Commission as acting under the 
Webb Act. These cover a wide variety 
of interests and include exporters of 
lumber, cement, machinery, chemicals, 
steel products, elastic webbing, textiles, 
tools and many other classes of com- 
modities. 

Aside from the fact that it is expected 
that organization under the Webb Law 
will serve to place American exporters 
on a better competitive footing in 
foreign markets, it is clear that many 
firms have been induced to join such 
combinations in the hope that a very 
considerable economy could be effected 
in the overhead charges required by 
export business. The necessary ex- 


ORGANIZATION UNDER THE WEBB-POMERENE LAw 


= 


heavy and may often be in excess of the 
amount that an individual firm could 


command. Through combination this __ 
expense may be shared amongst the | 


member firms of the organization, and 
a well-equipped export staff may easily 
render efficient service to every mem- 


ber of the group at a fraction of the 
cost of an independent branch in thein- 


dividual house. Even greater economy 
of cost and effort is found by combi- 
nation for the employment of traveling 
agents, who may be sent to investi- 
gate conditions in foreign markets or 
to establish actual trade connections 
abroad. Certain associations have, in 
fact, been initiated at first merely in 
order to share in the charges necessary 
to send a competent trade scout abroad 
to spy out potentialities of world mar- 
kets, with the idea that further codp- 
eration would depend upon the reports 
of this investigator. 

Sufficient time has not yet been 
afforded to give evidence of the full 
degree of the practical success attained 
by the Webb Law corporations which 
have been established since the passage 
of the Act. It is known that some of 
them are active and are carrying on a 
considerable volume of business. 

The situation in the export trade 
has been a rather difficult one during 
the year 1920, and it is reported that 
certain combinations of manufacturers, 
who united after the armistice for the 
sale and distribution of their products 
abroad, are showing signs of discour- 
agement. They have suffered so many 
disabilities in their attempts to sell 
overseas, particularly in European 
markets, that their members have 
become impatient and have urged the 
disbanding of the central organization. 
Waiting for orders under recent ex- 
change conditions and diminished de- 
mand abroad have overcome their pa- 
tience. In one or two instances, they 
have already begun to disintegrate and 
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have dismissed the executive staff of 
the export company which was formed 
expressly to develop foreign markets 
for the group. 

No policy on the part of American 
manufacturers could better serve the 
interests of foreign competitors, who, 
with longer experience, realize the need 
for persistent application in the export 
field even during difficult periods. 

A representative of the Guaranty 
Trust Company, who has recently re- 
turned from London, made it his busi- 
ness there to inquire into the exact 
extent of British activity to expand 
their foreign trade. In an official bulle- 
tin recently published by the company 
in question, this information has been 
given. There is little evidence of any 
relaxing of effort over there. There is, 
indeed, every indication of increasing 
vigor and determination to take ad- 
vantage of existing circumstances to 
spread the British-controlled enter- 
prise and British-manufactured prod- 
uct over the world more widely than 
before. No combinations are disband- 
ing. They are not giving up, although 
they have labored under the same dis- 
abilities, relatively, as the American 
exporter. They find it just as hard to 
get cash from European buyers; they 
encounter just as much restricted buy- 
ing all over the world and, in their own 
country, have had more burdensome 
labor difficulties and more production 
handicaps than American manufac- 
turers have had during the past five 
years. The Britisher is more experi- 
enced, however, and he knows how to 
wait. He knows that periods of de- 
pression in sales are excellent times in 
which to lay plans for the future. 
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More important than all, he realizes 
that it is not wise to neglect foreign 
markets and then attempt to recap- 
ture them when they are urgently 
needed. He sets aside, during periods 
of abnormal domestic demand and ex- 
change handicaps, enough of his prod- 
uct for overseas supply to keep his 
goods in the market and to assure his 
foreign customer that he is not being 
completely forgotten. The result of 
this wise policy is plainly written in the 
late figures showing the steady growth 
in volume and value of British exports 
and the record of freight earnings of 
British cargo-carrying ships, which 
it is expected will soon give Great 
Britain a favorable balance with other 
countries. 

It is obvious that the mere act of 
combining for export trade does not in 
itself assure profits to American com- 
binations in a trading field that is very 
difficult and where pitfalls are many. 
Training in foreign trade practice and 
knowledge of its many factors are 
essential qualifications for the success- 
ful development of Webb Law combi- 
nations. Where there has been such 
skill and training, it is known that these 
combinations have been weathering 
the present difficulties and continuing 
actively their efforts for the exploita- 
tion of foreign markets. 

The recent legislation reviving the 
War Finance Corporation and the far- 
seeing plans for the development of 
Edge Law corporations should stimu- 
late the activities of these companies 
and encourage them to carry on until 
the exchange situation is improved 
and European markets are more defi- 
nitely restored to normal. 
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HE Edge Law! approved Decem- 
ber 24, 1919, provides for the 
federal incorporation under special pro- 
visions of international banks for fi- 
nancing our foreign trade. This law 
came into effect at a time when there 
was urgent need of extending credits to 
foreign countries in order to maintain 
a market for American exports. Dur- 
ing the year 1919 our exports exceeded 
our imports by four billion dollars. 
This large favorable balance was offset 
primarily by our government loans ex- 
tended during the year. It was an- 
nounced early in 1920 that further 
government loans would not be made. 
The burden of extending foreign cred- 
its, therefore, would have to be borne 
by private investment. The Edge Law 
was calculated to furnish banking ma- 
chinery which would enable wide- 
spread and, at the same time, safe par- 
ticipation in this financing by banks 
and individuals in different parts of 
the country. National banks are per- 
mitted to subscribe to stock in Edge 
Law banks up to 10 per cent of their 
capital and surplus.” 

A large measure of discretion was 
wisely given to the Federal Reserve 
Board in the making of regulations. 
After careful study of this law and its 
possibilities, the Board issued its first 
regulations, March 23, 1920. In an 
analysis of the law and regulations, 
which is essential to a clear under- 
standing of the powers and limitations, 
it will be noticed that many matters 
are subject to the approval of the 

* Section 25 (a) of the Federal Reserve Act. 


*See late ruling in Federal Trade Information 
Service, January 18, 1921, p. 18. oan 
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The Significance of the Edge Law in Relation to 
Foreign Trade 


By Pumir B. Kennepy 
Vice-President, First Federal Foreign Banking Association 
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Federal Reserve Board.' The 
in its regulations has partially 
the door and has the power to open it © 
wider as special problems develop. 
The character of financing to be done 
by Edge Law banks will therefore be a 
matter of growth, based on specific ex- 
perience and conservative regulation. 
The careful and conservative man- 
ner in which the Federal Reserve | 
Board has approached its task of su- _ 
pervising Edge Law banks is due to its 
desire to proceed in accordance with 
sound banking practice and public pol- 
icy and not through any lack of interest 
or support. The Board was of great as- - 
sistance in giving advice in connection _ 
with the drafting of the Act, and has © i 
since followed the organization of ee 
Edge Law banks with close attention. 
Governor W. P. G. Harding, in a very 


able speech at the Annual Banquet of 
New York City bankers, January 17, eis 
stated that conditions in this country => 


in Europe were well on the way back 

to normal, and that American pro- es aa 

ducers had therefore a vital interest in _ 

the extension of credits to Europe. In 

this connection he referred hopefully to 

the service which might be rendered by ts a: 


would not be normal until conditions a 


banks organized under the Edge Law. — 

The need for the extension of a rea- 
sonable amount of foreign credits is 
even more apparent at this time than it | 
was a year ago. 


DEPRECIATION OF EXCHANGE 


Immediately following the armistice, 
import restrictions in various coun- 


1An analysis of the law and regulations is ; 
given at the end of this article, p. 137. 
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tries were considered the principal ob- 
_ stacles to the increased sale of Ameri- 
can goods abroad. This method of 
regulating the trade balance of various 
countries was artificial and very diffi- 
cult of administration. There was a 
simpler way—to permit the economic 
law to operate by means of exchange 
rates. The peg was taken out of ex- 
change. Foreign exchange had al- 
ways acted before as a regulator within 
a narrow range, the so-called gold 
points. Countries other than the 
United States continued restrictions on 
the outgo of gold and the game of for- 
_ eign exchange had to be played accord- 
Ing to new rules. It became a very 
speculative game with great variations. 
The limit was off. A new element was 
introduced into ordinary foreign com- 
mercial transactions, that of exchange 
speculation. 
As a check to our exports, depreci- 
ated foreign exchanges have not acted 
as sharply as might have been antici- 
pated because of the tendency of our 
exporters and foreign importers to take 
risks on exchange coming back. It 
was logical that the downward swing of 
foreign exchanges should be held back 
as long as our government continued 
to make foreign loans. When it was 
announced early in 1920 that our gov- 
ernment had ceased to make foreign 
loans, it was natural to predict an early 
decline in foreign exchanges in relation 
to the dollar and a great falling off in 
our exports. Statistics compiled by 
the Bureau of Foreign and Domestic 
Commerce show that our balance of 
exports over imports was $2,500,000,- 
000 for the eleven months ending No- 
vember 30, 1920, as compared to over 
$3,500,000,000 for the same period of 
the previous year. The reason why we 
_ have continued to send abroad a large 
excess of exports has been due, un- 
doubtedly, to a considerable degree, 
to the tendency to take risks in foreign 
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exchange coming back. Reliable sta- 
tistical approximations indicate that 
there is now an unpaid foreign floating 
indebtedness to American account of 
between $3,000,000,000 and $4,000,- 
000,000. This is due in large part to 
our banks and firms which expect to 
get their money back in fairly short 
time. 

Our ability to do short-term finane- 
ing of our foreign trade has been 
greatly increased by the use of dollar 
acceptances and the development of an 
American discount market. There has 
also been a fair beginning in the sale 
of long-term foreign obligations in the 
United States. If our export trade is 
to hold up we must go even further in 
“holding the bag.” 

Forward business has undoubtedly 
been checked to a marked degree by 
the difficulty of the foreign exchange 
situation. Export merchants have 
been going slow and as safely as possi- 
ble. They have asked manufacturers 
to grant them credit so they could 
grant credit to their customers. A 
good deal has been heard about 
“frozen credits.”” The general situa- 
tion has tended to concentrate atten- 
tion on constructive plans for foreign 
financing. 


Economic QuESTIONS 


The ability to extend credit to for- 
eign countries largely depends on their 
ability to pay. Their raw materials 
have recently decreased greatly in 
value. American importers, fearing 
that the bottom was not reached, have 
withheld their purchases. The corre- 
sponding decline in our imports has 
been a contributing reason why the 
exchange situation has become so 
serious. 

At a time when various foreign 
countries are seriously embarrassed be- 
cause we are not purchasing their raw 
materials in normal quantities, an 
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emergency tariff bill has been brought 
forward in our Congress to put on a 
high tariff amounting to an embargo 
of certain imports. Whatever the sig- 
nificant feature of this bill may be, it 
has been taken in certain foreign 
countries to mean that we are attempt- 
ing to close the door to the entrance of 
their goods. This has been a disturb- 
ing factor in the situation. 

There is no way that we can get re- 
turn payment for our goods to other 
countries except in the form of imports. 
If we decide to shut out imports it 
would be much more difficult to in- 
duce American investors to loan money 
abroad. We can not have the home 
market all to ourselves and also a big 
slice of the foreign markets. The 
future of our foreign trade is bound up 
to a considerable degree with our atti- 
tude on the tariff question. 

There is also a certain amount of un- 
rest from a political point of view. 
Certain sections of the American com- 
munity feel that it is their privilege to 
express their opinions on policies of 
various other countries. However this 
may be viewed from a moral or politi- 
cal angle, it is not helpful from the 
standpoint of trade and financing. 

A world-wide adjustment is today 
going on. The fall in prices is univer- 
sal. This readjustment may be helpful 
in the long run, but it is creating special 
difficulties for merchants and manu- 
facturers in various countries at the 
present time. International confi- 
dence will increase as economic read- 
justment proceeds. 

- The foreign trade situation is de- 
pendent upon the settlement of the 
international political situation. As 
long as there is uncertainty business 
will not go ahead with the confidence 
it otherwise would. Production in 
certain countries will not be increased 
and their buying power restored until 
they know how they are going to stand. 


The German reparation question is one 
question of this character. It is hard 
to say how long it will take for the 
world political situation to be straight- 
ened out. 


Types or Epce Law ORGANIZATIONS 


The regulations of the Federal Re- 
serve Board provide that a bank or- 
ganized under the Edge Law may not 
have outstanding acceptances and 
debentures at the same time, except 
with the approval of the Board. It 
seems likely that there will be one 
kind of Edge Law bank, which will de- 
vote itself particularly to international 
commercial banking by the use of 
bankers acceptances, and another kind 
of Edge Law bank, which will extend 
long-term credits through an issue of 
its debentures. 


by 
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BANKING ASSOCIATION 


The first banking institution that — 
formed under the “Edge Law” was — 
the First Federal Foreign Banking As- — 


sociation, which opened its doors at 40 
Wall Street, New York, on June 21, 
1920. This institution was formed by 


a group of manufacturers and bankers, — 


with an initial capital of $2,100,000 
and surplus of $105,000. Fifteen im- 
portant banks in Atlantic Seaboard 
cities were the original stockholding 
member-banks and others have been 
added. 

It was found by experience that the 
bankers acceptance was the security 


which could be readily marketed at — 


discount rates which are practicable. 


The Federal Reserve Board gave its 


year in length. The bulk of the busi- 


ness of the bank developed along these _ 


lines. The First Federal Foreign 


Banking Association does not discount 2 - 
In the steady 


growth of its business, it has estab- = 


bills miscellaneously. 


authority for making acceptances a 
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lished relationships with concerns of 
prime credit stability, negotiating reg- 
ular lines of acceptance credit with 
these. A line once established, the 
exporter sends to the bank hisdocumen- 
tary drafts, the bank handles the 
foreign collection of these through its 
organization of foreign connections, and 
_ the exporter draws a second “clean” 
draft on the bank, which the bank 
 “aecepts” and, if the exporter de- 
sires, markets for him. On account of 
the standing of the group of banks 
back of the First Federal Foreign 
Banking Association, and of its Direc- 
torate, also on account of its policies 
of management, this Edge Law bank’s 
acceptances have come into steady de- 
mand in the open discount market of 
the country. The acceptances are 
eligible for rediscount or purchase at 
Federal Reserve banks during the last 
ninety days before maturity. 
This Edge Law bank is, therefore, 
a commercial bank, serving its cus- 
- tomers by handling all kinds of inter- 
- national transactions. Its specialty is, 
of course, the longer credits, but it 
handles ordinary transactions as well. 


Tue Feperat INTERNATIONAL 
BankinGc CoMPANY 


The Federal International Banking 
Company is being formed in the South- 
ern States, with headquarters at New 
Orleans, but at this writing has not 
begun business. 
It is expected to have a capital of 

$10,000,000, of which $7,000,000 had 
already been subscribed on January 7. 
On that date it had over 1,200 stock- 
_ holders, for the most part small banks 
in the cotton belt. The enterprise 
grew out of an organized purpose of 
financing a large export of cotton, but 
it has been stated that the company 
will conduct a general banking busi- 
ness, financing the movement, not only 
_ of the South’s premier product, but also 
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that of naval stores, grain, sugar, to- 
bacco, lumber, coal, etc., and of manu- 
factures coming out of the Mississippi 
Valley through the port of New 
Orleans. 

Several prominent New Orleans 
banks are represented in the leader- 
ship of the movement to found this 
bank, and they have been backed by 
committees of leading bankers in nine 
southern states. The prospectus of the 
bank does not describe the banking 
activities which will be undertaken, 
nor the methods of financing which will 
be adopted. It is expected, however, 
that it will do an international com- 
mercial banking business somewhat on 
the same general lines being followed 
by the First Federal Foreign Banking 
Association. } 


Foreign Trapde FINANcING 
CORPORATION 


What is described as by far the 
largest and most comprehensive at- 
tempt to take advantage of the possi- 
bilities offered by the Edge Law is the 
Foreign Trade Financing Corporation, 
the preliminary organization of which 
is now in the hands of a committee of 
thirty men appointed by a national 
conference of bankers, business men 
and producers, held in Chicago, in 
December, 1920, for organization. If 
the plans of these men materialize, the 
corporation will have a fully paid up 
capital stock of $100,000,000, giving it 
a maximum capacity for the issuance 
of debentures under the law of 
$1,000,000,000, and efforts are being 
directed to make it as nearly national 
as possible in its representation of 
regions of the country and producing 
and business activities. 

The Corporation has been about a 
year in foundation. It is the result 
primarily of the effort of a Committee 
on Commerce and Marine appointed 
by the American Bankers Association 
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over two years ago, when that Asso- 
ciation pledged itself 

to support by every means in its power 
the development of export trade, to encour- 
age manufacturers to enter upon this field 
of distribution, and to provide, as rapidly as 
possible, adequate facilities for financing 
export operations sufficient to meet every 
reasonable demand that may arise. 


After a long and presumably thor- 
ough study of the situation in respect 
to our machinery for financing our ex- 
port trade, and after a thorough can- 
vass of the banks of the country, this 
committee recommended the plan now 
being carried into effect. Their recom- 
mendations were four times approved 
by the American Bankers Associa- 
tion, and at its annual convention in 
October of this year the Association 
empowered its president to call a 
nation-wide conference of financial and 
business leaders at the earliest oppor- 
tunity to consider the plan. 

The meeting took place in Chicago, 
December 10 and 11, and was attended 
by some 500 bankers, manufacturers, 
business men and representatives of 
industrial, commercial and producers’ 
organizations. Before its -close it 
adopted a set of resolutions approving 
the formation of the corporation, ap- 
pointed a Committee on Organization 
of thirty men representing every sec- 
tion of the country to take up its or- 
ganization and subscribed $100,000 for 
preliminary expenses. The Committee 
on Organization, which has now nearly 
completed its plans, is headed by John 
McHugh of New York, Vice-President 
of the Mechanics and Metals National 
Bank. 

The reasons for establishing the 
Corporation and its aims and purposes 
were set forward in a statement by Mr. 
Charles H. Sabin, President of the 
Guaranty Trust Company, issued just 
prior to the Chicago meeting. Mr. 
Sabin said in part: 
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Banks, manufacturers, farmers, export- — 
ers and individuals generally from every 
section of the country will be asked to sub- 
scribe to the $100,000,000 capital stock of 
the corporation, each Federal Reserve Dis- 
trict subscribing an amount as nearly as" 
possible proportionate to its resources. 

It is the belief of the men who have stud- 
ied and laid out the plan that such a plan 
as proposed i is essential if the country is to 
hold the grip on the markets of the world 
that its full prosperity requires. It has 
come, in the financing of its export trade, 
to a blank wall; the only feasible means of. 
surmounting the wall is through agencies 
which can gain for foreign trade the sup- 
port of the American people. 


Mr. McHugh has announced that 
an active campaign is to be started to — 
obtain stock subscriptions. He said 
further that this corporation would not 
compete with commercial banks in 
their short-term financing but that it 
would handle long-term financing — 
which the commercial banks can not 
do. 

CONCLUSION 


The need of adequate machinery for — 
extending foreign credits is generally 
recognized. The Edge Law provides 
for banking machinery of the greatest 
safety because of federal incorpora- _ 
tion and superv ision. If, as may be 
expected, it is modified from time to 
time to meet special needs, 1 in accord- 
ance with proved experience, it will 
enable a sound development of more 
and more extensive foreign financing. 
The United States today is the great 
creditor nation. This involves grave 
responsibilities. It also affords a great 
opportunity for world-wide expansion 
of American business and correspond- 
ing prosperity for this country. 


ANALYSIS OF THE EpGr Law AND 
REGULATIONS 


1. A Federal foreign banking corpora- 
tion may engage in foreign or international 


banking and financial operations. 
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a @. It may engage in local banking and 
_ financial operations in foreign countries or 
s in the dependencies or insular possessions 
of the United States either directly or 

: a through the agency, ownership, or control 

of local institutions abroad. 

$. It may establish branches and agen- 
cies abroad with the approval of the Fed- 
eral Reserve Board. It can not have 
branches in the United States. Agencies in 
the United States may be established for 
specific purposes with the approval of the 
Board, but not for the general business of 
the corporation. 

4. In order to organize its foreign busi- 
ness “directly or indirectly through the 
ownership of other corporations” it is em- 
_ powered to invest in American or foreign 
corporations organized under Section 25 of 
the Federal Reserve Act, or under the laws 
of a foreign country, or under the laws of 
any state, dependency, or insular posses- 
sion of the United States, provided that 
any American corporations are not in sub- 
stantial competition with it, or hold stock 
in other corporations that are in substan- 
tial competition with it, provided also that 
such corporations are not in the general 
business of buying or selling commodities 
or merchandise in the United States. The 
restriction against holding stock in cor- 
porations that are in substantial compe- 
tition with it does not apply to foreign 
corporations. 

5. It may not invest more than 15 per 
cent of its capital and surplus in any cor- 
poration engaged in banking, nor more 

than 10 per cent in any other corporation, 
without approval of the Federal Reserve 
Board 


6. It can not be a member of any Federal 
Reserve Bank. 

7. It must have a capital of not less than 
$2,000,000. 

8. A majority of the shares of its stock 
must be held and owned by citizens of the 
United States, and every director must be 
a citizen. The Federal Reserve Board has 
formulated drastic regulations regarding 
this, covering affidavits for transfer of 
stock, etc. 

9. No member of the Federal Reserve 
Board shall be an officer or director, but 
with approval of the board, directors and 
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officers of a member bank may serve, an 
“interlocking”’ of officers and directors be- 
tween the “Edge Law” bank and corpora- 
tions in which it has investments is not 
prohibited, subject to approval. 

10. Its name is subject to approval of 
the Federal Reserve Board. The Board 
has ruled that “No corporation which is- 
sues its own bonds, debentures or other 
such obligations will be permitted to have 
the word ‘Bank’ as a part of its title. No 
corporation which has the word ‘Federal’ 
in its title will be permitted to have the 
word ‘Bank’ as part of its title.” 

11. It is subject to periodical examina- 
tion by the Federal Reserve Board and 
must make reports. 

12. One-tenth of the net profits of the 
institution must annually be carried to its 
surplus fund until it has a surplus equal- 
ling 20 per cent of its capital stock. 


Avutnorizep Bustness ofr A FEDERAL 
Foreign BANK 


1. To buy and sell, discount and nego- 
tiate, with or without its indorsement or 
guaranty, notes, drafts, checks, bills of ex- 
change, acceptances, including bankers’ ac- 
ceptances, cable transfers, and other evi- 
dences of indebtedness. 

2. To buy and sell, with or without its 
indorsement or guaranty, securities, in- 
cluding the obligations of the United 
States or of any state thereof. 

8. Approval of the Federal Reserve 
Board is necessary before it can offer for 
sale any foreign securities with its indorse- 
ment or guaranty. 

4. It is prohibited to trade in corpora- 
tion stocks. (It may buy stocks of certain 
corporations for investment and later sell 
them. See Section 4 of above.) 

5. It may issue letters of credit. 

6. It may buy and sell coin, bullion and 
exchange. 

7. It may lend and borrow money. 

8. It may issue its own debentures, 
bonds and promissory notes under rules 
prescribed by the Federal Reserve Board, 
up to ten times its capital and surplus. It 
must submit each issue to the Federal 
Reserve Board for approval before making 
any issue. 

9. It may receive deposits in the United 
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foreign transactions. 

10. It may receive deposits outside the 
United States. If it has its own bonds, 
notes or debentures outstanding, the for- 
eign deposits can be taken only when inci- 
dental to foreign transactions. 

11. It may generally exercise such bank- 
ing powers as are incidental to the powers 
specifically granted or as are usual, in the 
determination of the Federal Reserve 
Board, in connection with the transaction 
of foreign banking business. 

12. It can not conduct business within 
the United States except as incidental to 
international business. 

13. It can not engage in buying or sell- 
ing goods or commodities in the United 
States, or invest in the stocks of any cor- 
poration so engaged. 


Feperat Reserve Boarp’s Scrutiny 
into THE Issue oF THE Banx’s Own 


OBLIGATIONS 
The Board requires, for its approval of 


an issue of the bank’s own obligations: 

1. A statement of its condition. 

2. A detailed list of the securities used as 
a collateral for such issues, with maturities, 
indorsements, guarantees, their collateral, 
if any. 

3. In general terms, the nature of trans- 
actions on which the collateral securities 
were based. 

4. Other data in the discretion of the 
Board. 


For its approval of the sale by the bank, 
with its guarantee or indorsement, of any 
foreign securities: 

1. The character and amount of securi- 
ties proposed to be sold. 

2. Their indorsement, guarantees or col- 
lateral, if any. 

$8. Other data in the discretion of the 
Board 


PronreirioN OF ADVERTISEMENT OF 
Boarp’s Scrutiny AND APPROVAL 
No circular letter or other document ad- 
vertising the sale of the bank’s securities or 
of foreign securities with its guarantee shall 
contain any reference to the fact that the 
Reserv e Board has 
e. 


proval of the Federal Reserve Board. 


States as they may be incidental to Source or THE Banx’s Workine Funps 


: Its capital and surplus. 


. It may borrow from banks or bankers 


temporary purposes not exceeding 
year without the approval of the Federal 
Reserve Board. 

8. Public or private issues of its “de- 
bentures, bonds, notes, or other such ob- 
ligations” with approval of Federal Re- 
serve Board. 

4. Deposits in the United States inci- 
dental to foreign business. 

5. Deposits outside the United States 
when permitted by the conditions in the 
regulations, which are that if it has its 
own obligations outstanding the foreign de- 
posits must only be incidental to interna- 
tional business. 

6. Sale of foreign securities with its in- 
dorsement, subject to approval of Federal 
Reserve Board. 


Deposits 


1. Can be taken in the United States 
only when incidental to foreign business. 

2. Can be taken without special re- 
strictions abroad when the bank is not 
issuing its own obligations. 

8. Can be taken abroad only as inci- 
dental to international business when the 
bank has its own obligations outstanding. 

4. Reserves of 13 per cent must be 
maintained on deposits in the United 
States. These reserves may be cash in 
vault, balance with district Federal Re- 
serve Bank, or balances in a bank which is 
a member of the Federal Reserve System. 

5. Reserves against foreign deposits 
must be carried in accordance with foreign 


local law and good practice. At 


ACCEPTANCES a 


1. The bank may accept drafts and bills 


of exchange growing out of ——. 


of the kind forming the basis of eligibl 


bankers acceptances under Section 13, 


Federal Reserve Act. 
2. It may accept only with approval of 


the Federal Reserve Board if it has out- 
standing any of its own notes, ne ard 


etc. 
8. It may accept freely up to six a 
and make longer acceptances with the ap- 
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4. Acceptances for account of any indi- 
vidual drawer are limited in aggregate to 
10 per cent of the subscribed capital and 
surplus of the bank, where such acceptances 
are not fully secured, as described in the 
Federal regulations. But in case of trans- 
actions representing export or import that 
are fully secured or guaranteed by another 
bank or banker of undoubted solvency, 
these do not count toward limitation. 

5. After the aggregate of all outstanding 
acceptances reaches the total of subscribed 
capital and surplus, all acceptances in ex- 
cess must be secured 50 per cent. After it 
reaches twice capital and surplus, all in ex- 
cess of such amount must be fully secured. 

6. Reserves of 15 per cent must be 
maintained against all acceptance obliga- 
tions maturing in thirty days or less, and 
reserves of 3 per cent against all maturing 
beyond thirty days. These reserves may 
be in cash, balances with other banks, 
bankers’ acceptances, or securities ap- 
proved by the Federal Reserve Board. 

7. The fact that an individual, firm, com- 
pany, etc., has reached its borrowing limit 
of 10 per cent of the bank’s capital and 
surplus does not limit its privileges of hav- 
ing its bills accepted unless the bank itself 
buys the acceptance, or the individual has 
failed to cover an accepted draft unpaid at 
maturity. 

8. The liability of a customer on account 
of an acceptance is not counted as a liabil- 
ity for money borrowed, unless he fails to 
cover payment at maturity or the bank 
itself holds the acceptance. 

well 
RESERVES 

1. The Regulations of the Federal Re- 
serve Board require the carrying of 13 per 
cent in reserves against any deposits taken 
in the United States incidentally to foreign 
transactions. 

2. The Regulations require reserves of 3 
per cent against all outstanding accept- 
ances of the bank maturing beyond thirty 
days. Reserves of 15 per cent are required 
against all outstanding acceptances that 
will mature within thirty days. 

$8. The reserve against deposits in the 
United States may be cash in vault, a bal- 
ance at the regional Federal Reserve Bank, 
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or a balance with a bank which is a member 
of the Reserve System. 

4. The reserve against outstanding ac- 
ceptances must be in liquid assets of cash 
and/or balances with other banks, bankers 
acceptances and/or securities permitted by 
the Federal Reserve Board. 

5. Reserves against foreign deposits 
must be such as are required by for- 
eign local laws and by sound banking 
principles. 

Lotation or CustomMer’s LIABILITIES 

1. In the limitation of the -total liabili- 
ties of any one person, company, firm or 
corporation, any liabilities of the several 
members thereof are included as part of 
the count. 

2. The limit for discounts or loans to one 
concern is 10 per cent of the capital and 
surplus of the bank, except with the ap- 
proval of the Federal Reserve Board. 

8. The limit of acceptances for any one 
concern is 10 per cent with the exception 
noted below in (6). 

4. Discounts of bills of exchange drawn 
in good faith against actually existing 
values and the discount of commercial or 
business paper actually owned by the per- 
son negotiating the same are not counted 
as loans in regard to the above limitation 
of loans. 

5. The liability of a customer on ac- 
count of acceptances is not counted as a 
loan, unless the Association holds the ac- 
ceptances or the customer has failed to 
cover in case an accepted bill is not met at 
maturity. 

6. Acceptance transactions fully  se- 
cured, or representing export or import of 
commodities and guarantee by a bank or 
banker of undoubted solvency, do not 
count in connection with the 10 per cent 
acceptance limitation. 


Lot or THE Banx’s AGGREGATE 

LIABILITIES 

1. The limit of the Association’s aggre- 

gate liabilities on account of deposits, 

indorsements, acceptances, notes, deben- 

tures and other such obligations, is ten 
times its capital and surplus. 

2. Indorsements of bills of exchange with 

not more than six months to run, drawn and 
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accepted by others than the Association, do 
not count in determining the amount of 
liabilities. 

$8. The Federal Reserve Board may 
raise the above limit in its discretion. 

4. The Edge Law limits the amount of 
the bank's own obligations (debentures, 


A Comparison of English a cee Export Trade 


By B. Otney HovchH 
Author, Practical Exporting; Editor, American Exporter 4 


N making any comparison of British 
and American export trade meth- 
ods it will be easy to emphasize what 
may seem to be a certain superi- 
ority in the British. Let me say at 
once, however, that I am a sufficiently 
enthusiastic American to believe that 
any such apparent superiority in the 
trading methods or facilities of the 
British is more than offset by the ver- 
satility, the ingenuity and the aggres- 
siveness of the American. I believe 
that our qualities will continue to win, 
as they have been winning for many 
years past. I believe that the more 
mature methods which may sometimes 
be observed in England, as well as cer- 
tain better facilities which the English 
possess, will gradually become ours 
also. That we may the more quickly 
perfect ourselves calls for a better 
knowledge of our present deficiencies 
and perhaps a more intelligent ap- 
praisal of existing conditions and meth- 
ods among our British rivals. 

We shall be forced to restrict our 
survey of methods to characteristics of 
large and experienced business houses 
in the two nations. Not all large busi- 
ness concerns either in England or in 
the United States conduct their foreign 
business in the wisest or most effective 
ways; but certain facts stand out as 
more commonly to be found among 
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bonds and promissory notes) outstanding 
at any one time to ten times its capital and 
surplus, without discretion of the Board to 
increase. 

5. The Federal Reserve Board has power 
to put a limit on the bank’s aggregate lia- 
bilities in any of the above classes. 
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large and experienced English exporters _ 
than among similar exporters in our | 
own country. We may consider two _ 
classes: first, manufacturers who do | 
their own exporting; second, the pro- — 
fessional export merchants who in both © 
countries control an appreciably large _ 
proportion of export trade. We can | 
refer only to impressions derived from 
some of the large and prominent 
houses in each class, which may or | 
may not be typical, but are sufficiently — 
numerous to make their characteristics 
notable. 


EXxporTING BY MANUFACTURERS 


To consider first the methods and _ 
policies of large manufacturers in the | 
two countries who do their own export- 
ing, we have to note comparatively few 
variations. It is difficult to generalize ; 
and impossible to determine to which __ 
side the scales incline when the prac- 
tices and methods of individual con- 
cerns are reviewed. There is no such © 
thing as an established rule of practice _ 
among individual manufacturers in 
England any more than in the United © 
States. The chief contrasts which are > 
to be noted are psychological, rather 
than in the actual conduct of business. 
So far as concerns the practical conduct | 
of export business it may be noted 
that British manufacturers no more _ 
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frequently than American attempt to 
develop their export trade through the 
employment of foreign traveling sales- 
men; in fact, I should say that nowa- 
days a great many more traveling 
representatives of American manu- 
facturers are to be found in foreign 
markets. 

British manufacturers’ credit terms 
to their foreign customers are in most 
cases similar to those which large Amer- 
ican manufacturers extend; namely, 
sixty days, or ninety days, or some- 
times four months; but possibly the 
practice of demanding confirmed bank- 
ers credits or otherwise “cash in ad- 
vance” is commoner among American 
manufacturers. It should be observed 
that any new and previously unknown 
customer tendering an order to a Brit- 
ish manufacturer will be required to 
pay cash, just as he will be if he opens 
negotiations with an American manu- 
facturer. 

On the other hand, it may be eas- 
ier for a large industrial or public 
utility enterprise to arrange for its 
equipment with big British manufac- 
turers than with American. When 
there is a question of an electric tram- 
way, a hydro-electric plant, a ship- 
building enterprise, or something of 
that sort, it is supposed to be a com- 
mon practice the world ‘round for the 
company supplying the equipment to 
accept at least a part of this remunera- 
tion in bonds, shares of stock or long- 
term notes; hitherto at least it has been 
easier for English companies to dispose 
of the securities thus taken in payment 
for equipment, because there has been 
no opportunity in the United States for 
realizing on similar securities, and 
American companies when they have 
undertaken business of this character 
have usually had to go to London to 
unload these securities. There are 


scores, probably hundreds, of stocks 
and bonds, not only of industrial con- 


cerns but also of Municipal and Gov- 
ernment issues, which are listed on the 
London stock exchange, or are known 
as to their market values by bankers in 
London, which have never been heard 
of in New York City. However, so 
far as practices and methods are con- 
cerned, this sort of business is under- 
taken by some American companies of 
class and kind comparable to the Brit- 
ish companies. 

I think it may be true that large Brit- 
ish manufacturers are more frequently 
liberal in their treatment of their foreign 
customers than are similar American 
manufacturers. An English company, 
finding an opportunity to introduce 
its wares in a market where that com- 
pany has never before been able to 
do much business, is perhaps more apt 
than its American competitor to offer, 
not necessarily longer credit time, but 
more liberal support, including mer- 
chandise or supplies on a consignment 
basis. I do not mean to say by this 
that the same sort of thing is not done 
by some American houses, but it seems 
to me that there is a larger percentage 
of American manufacturers who do not 
look much beyond the getting of a first 
order and more British manufacturers 
who look ahead to the development of 
future trade. From another point of 
view this may happen because possibly 
the British have larger free capital or re- 
serve funds at their disposal, command- 
ing lower than usual American rates of 
interest, which they can invest in such 
consignments. I should say, however, 
that consignments by British manufac- 
turers for the purpose of developing an 
export market are not frequent or im- 
pressive enough to make this feature of 
British business one sufficiently impor- 
tant to weigh heavily. 

Something of the same disposition is 
evidenced also by the more general em- 
ployment by British manufacturers of 
local native sales agents in foreign 
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- markets working as representatives of 
sundry manufacturers on a commission 
basis. It is thoroughly characteristic 
of American manufacturers as a class 
that they look with distrust, suspicion 
and sometimes contempt on such for- 
eign commission agents, when in a great 
many lines of business the English, like 
the Germans, French, Italians and 
most European manufacturers, seem to 
believe that through the employment of 
such commission agents they are likely 
to develop the largest possible volume 
of business in each agent’s territory. 

Contrasts in the psychology of Brit- 
ish and American manufacturers are 
notable. It seems to be unfortunately 
true that laxity and a certain indiffer- 
ence are characteristic of many large 
American manufacturers, while the 
British are more disposed to be exact 
and painstaking, even if much more 
deliberate. In the United States we 
are indifferent to and gloss over a great 
many blunders. There are even some 
of our manufacturers who intentionally 
adopt the policy that it is cheaper in 
the long run to suffer occasional losses 
because of certain mistakes rather than 
to pay for uniformly and invariably 
careful and exact workmanship and 
service. The American manufactur- 
ers’ customers here in our own country 
are rather complaisant. The manu- 
facturer can “get away with” many 
things here at home which the British 
customer, or customers in other coun- 
tries of the world, will not tolerate. 
The British manufacturer is therefore 
frequently regarded as more reliable— 
much more confidence is reposed in 
him. 

The American manufacturer quite 
too often conveys, unconsciously, the 
impression to his prospective foreign 
customer that what he chiefly wants is 
that customer’s money. The British, 
not by intention, but apparently be- 
cause a little differently bred, avoids 


a 


4 q AND Export TRADE Mernops | 143 
although, 


giving that impression, 
strangely enough, the ordinary British _ 
manufacturer is not so adroit a sales- ge tg 
man as the American. 
The British manufacturer, it is trite ‘ 
to say, is characterized by his adherence 
to tradition, his refusal to change his _ 
methods, by general inflexibility. He : 
is something like so many of his own 
products—solid, cumbersome, unneces- 
sarily expensive. While the American 
manufacturer is quicker and more agile : Ps 
both in perception and in action, there «> 
are not a few examples of inflexibility _ i 
of policy among very large American _ 
corporations ranking as our largest ex- __ 
porters. One such important Ameri- _ 
can corporation was not long ago _ 
represented by a manager in one of the 
South American Republics who re- 
fused to deliver thirty-six dollars’ 
worth of American goods to a ten mil- 
lion dollar local customer unless the __ 
money was sent to his office in advance 
of delivery. The president of this cor- 
poration in New York when told of the 
occurrence merely shrugged his shoul- 
ders and laughed, remarking that the 
local manager had adhered too im- 
plicitly to his general instructions. 
The president seemed utterly indiffer- 
ent to the impression created on the 
large South American customer. Even — 
today the greater success of this same 
corporation in that same foreign mar- 
ket is due to the fact that its present 
manager there consistently disregards 
the company’s instructions and trans- 
gresses his authority, all without the 
knowledge of his American chiefs. His 
company’s policy is not changed. 
Both British and American manu- 
facturers are human; are likely to 
squeal when they lose money or have 
to suffer, even through theirownerrors. _ 
But it is claimed, and I think with jus- 
tice, that importers more often have _ 
cause for criticism of American manu- 


facturers for ungraceful and undigni- 
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fied efforts to squirm out of a mess for 
which they are responsible. The less 
cause for complaint of this sort against 
_ British manufacturers is undoubtedly 
partly due to their greater deliberation 
and care in handling their export orders 
and in making and shipping their prod- 
ucts. However, it should be recog- 
. nized that by far the greatest part of 
the criticism so frequently leveled at 
American manufacturers is to be 
charged against inexperienced and ig- 
norant amateurs who, because our 
country is much larger and much 
newer, abound here in greater numbers 
than in Great Britain and who are, be- 
cause many American manufacturers 
are new in foreign markets, the more 
conspicuous targets for criticism. _ 


It is when we come to a considera- 
tion of the methods and facilities of the 
export merchants of the two countries 
that we are able to note many and 
rather important distinctions. I do 
not think it can be gainsaid that the 
British are better merchants, just as I 
am rather proud in thinking that we 
Americans excel as manufacturers. In 
speaking of merchants, I of course refer 
to those concerns in international trade 
which buy and sell but do not manu- 
facture, although they may have man- 
ufacturing done for them, or may even 
control factories. It is only within 
comparatively recent years that there 
have been any export merchants in the 
United States, if we except the early 
days of our foreign commerce when we 
boasted of many merchants known all 
over the world. Only within about 
two years have those concerns in 
American ports, which called them- 
selves “export commission houses,” 
come to prefer the term “‘export mer- 
_ chants,” although even today there are 
few such American houses who are mer- 
chants in the English sense of the word. 


Export MERCHANTS 
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There are scores of true export mer- 
chants in England. When one looks 
over the City in London, one literally 
gapes with astonishment at recognizing 
the many names of big, rich, power- 
ful, internationally known houses which 
have their own strong and influential 
organizations in India, in the Far East, 
in West and East Africa, in South 
Africa, Australia and in South America. 
These houses are not afraid to buy and 
sell, to put merchandise in stock in 
their foreign branches and resell it, to 
import foreign products for their own 
account. They buy not only English 
goods; they buy also American goods, 
German goods, and any other kinds 
of goods which their foreign organiza- 
tions can handle profitably. These mer- 


_ chants are not in business for the pur- 


pose of fostering or developing British 
manufacturing industries; they are in 
business for their own account, to make 
as much money as possible. The for- 
eign branches of these English mer- 
chant houses are not merely indent 
agencies, they are importers and mer- 
chants on their own acount, as well as 
indentors. The parent house in Lon- 
don, we will say, makes its profits as an 
exporter and an importer; the branch 
houses abroad make their own profits 
as importers and as merchants, buying 
and selling locally as well as interna- 
tionally, developing native industries, 
shipping local products not only 
“Home,” but also to all parts of the 
world. 

Examine the operations of some of 
these great English merchant concerns. 
Here, for example, is a London house, 
usually known as an “East Indian 
merchant” with an important organi- 
zation and offices and warehouses, em- 
ploying hundreds of clerks in Bombay, 
Calcutta, Karachi, Madras, Rangoon, 
Colomboand Singapore. These branch 
houses in India have very important 
interests in many different lines; per- 
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chester goods, that is, in cotton textiles. 
_ This industry may perhaps occupy the 
whole attention of the Calcutta house, 
but the Bombay house may have other 
and diverse interests as importers—it 
may not only have a large business in 

textiles, but it may also handle iron 
and steel products, rosin, bicarbonate 
of soda, umbrellas, stylographic pens 
in one hundred gross lots for the native 
trade, innumerable different commodi- 
ties suitable for that market. It im- 
ports its goods not only from England 
but also from all parts of the world. It 
will buy wire nails from the United 
States, from England, or from Belgium, 
as price offers may make desirable. It 
imports almonds from the Islands of 
the Greek Archipelago; it buys men’s 
undershirts in Barcelona, because the 
cheapest things for the native Indian 
trade are found there. This Bombay 
house ships skins to the United States, 
jute to Dundee, buys dates from the 
Persian Gulf, and ships them to va- 
rious parts of the world. 

The other Indian branches of this 
large English merchant house are simi- 
larly occupied and all of them are also 
interested in local industries. They 
furnish part of the capital and assume 
the direction of mills of various sorts, 
tea and rubber: plantations, exploit 
teak forests in the Shan States, etc.; 
furthermore, although known as an 
East Indian merchant, this same house 
has branches in Portugal and is largely 
interested in the wine business of that 
country, while in years gone by it even 
had important investments in copper 
mines in the United States. 

The house just described is one of 
many. It has large and important 
competitors in India who also rank in 
England as East Indian merchants. 
In Bombay and Calcutta you will find 
branches of twenty or thirty English 
merchant houses comparable in some 
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degree to the house described. So 
also in China there are numbers of 
examples of rich and powerful branches 
of British merchants. 

As a further illustration of the activ- 
ities of merchants of this description, 
let us take another example, a house 
which has three or four branches in 
Japan which import machinery for in- 
dustrial enterprises, rails, and railway 
equipment, piece goods, all kinds of 
commodities for which a market can be 
found. It exports Japanese products. 
Furthermore, it has had very important 
interests in the camphor industry of 
Formosa, in promoting and developing 
Japanese coal mines, and it was largely 
responsible for the development of the 
petroleum fields of the Dutch East 
Indies. There was a time when it took 
out to Sumatra forty-two expert Amer- 
ican well drillers from Pennsylvania. 

Similarly diverse activities charac- 
terize British merchants all around the 
world, whether developing cocoanut 
oil on the West Coast of Africa, a sugar 
industry in Fiji, or doing business in 
Manchester cottons, Bradford woolens, 
or Nottingham laces in South America, 
promoting a cement works here, a ship- 
yard there, operating coastwise vessels, 
or sometimes long chains of twenty or 
thirty retail department stores. 

Another class of British merchants 
do not operate as merchants under 
their own names in foreign countries, 
but carry favored local customers in 
various markets for heavy lines of 
credit. One house may, for example, 
put out £50,000 in South Africa; one 
customer receives a limit of £5,000; 
another customer a limit of £10,000; 
interest at a liberal rate as paid. The 
major part of purchases of the sundry 
clients is effected through the London 
merchant who profits by the usual 
buying commission, charges shipments 
against the account of the South Afri- 
can customer who makes remittances 
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to keep his indebtedness down to the 
agreed upon limit. 

Contrast organizations of such de- 
scriptions with the operations of the 
two thousand or more professional 
American exporters—call them com- 
mission houses or merchants, as you 
please. Personally, I doubt whether 
there are more than eight or ten Ameri- 
can concerns which are really mer- 
chants; perhaps only one or two whose 
activities are in any degree to be com- 
pared to the activities of such British 
merchants as I have just mentioned. 
Our American exporters, with very 
rare exceptions, do not as a rule buy a 
dollar’s worth of merchandise for their 
own account. They merely execute 
orders which their customers in foreign 
countries send to them for execution. 
The foreign branches of American ex- 
port houses are not importers, are not 
merchants, with few exceptions are 
purely indent agents, order takers, or 
sales agents for special articles. Most 
of our American exporters seem afraid 
to take the risk of operating as mer- 
chants; perhaps comparatively few of 
them are heavily enough capitalized to 
work in that fashion. The import 
operations of those American houses, 
which may by misuse of the language 
be called merchants, are usually on a 
commission basis only, and when they 
do buy for their own account seem 
usually to be purely speculative, as 
from time to time the market here may 
tempt. 

More than this, our American export 
merchants—to call them by that term 
to which they are not entitled—are for 
the most part, unhappily, highly pro- 
vincial, seldom operating in any except 
strictly American products. Here is to 
be observed another fallacy in the ar- 
guments of so many who write about 
the expansion of American foreign 
trade; namely, the claim that we must 
have American merchants in foreign 
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countries to sell American goods. True, 
American merchants in Brazil might 
naturally prefer American goods, but 
they would not be highly successful 
unless, like British merchants in Bra- 
zil, they handled goods of no matter 
what origin, whatever merchandise 
they could buy and sell profitably in 
that market. The British are pleased 
with the fullest possible success of Brit- 
ish houses all around the world no mat- 
ter whether those houses handle solely 
or even chiefly British goods. The 
greater the success with foreign goods 
of a British house in Brazil or in China, 
the greater will probably also be its suc- 
cess with English goods; in any event 
the greater is the prestige of British 
commerce and the more do profits of the 
foreign branch enrich the home office. 

Some years ago there came to my 
attention a case of an American ex- 
porter who had a branch office in Aus- 
tralia operating on an indent basis and 
who also had his own agent in London. 
The Australian branch and the London 
agent saw opportunities of working 
together and doing business in Aus- 
tralia in British-made goods, but Ameri- 
can headquarters peremptorily refused 
permission to do business in any other 
than American goods. A branch of an 
American export house in China six 
months ago boasted loudly of its suc- 
cess in securing an order for four loco- 
motives for a Chinese railway. A 
British merchant in the same Chinese 
city said nothing about it, but by the 
same mail transmitted orders for 
twenty locomotives to American man- 
ufacturers. 

Both British and American export 
merchants do business as indentors on a 
commission basis. We shall have to 
confess that foreign importers trust the 
British exporter far more than they 
trust the American, and some of them 
prefer to pay 5 per cent commission to _ 
the British exporter instead of 2} per | 


| 


) to an American exporter. The 

British characteristics of care, atten- 
tion and accuracy outweigh the lower 
eommission of the American house, to 
say nothing about the irritating list of 
petties which the English exporters so 
often tack,on to their invoices, which 
the American usually waives. British 


exporters and manufacturers seem to 


work together with more mutual con- 
- fidence than do the two classes in the 
United States. British manufacturers 
seem to have more confidence in the 
exporter and value him rather more 


‘ = highly, while the exporter feels reason- 


- ably sure that the manufacturer will 
supply exactly the right kind of goods 
in the right way. 

Furthermore, the British export mer- 
hant is not so eager to seek, indeed, to 
- demand, special confidential discounts 
for his own use from the manufacturer. 
British exporters establishing branch 
offices in New York have been known 
to protest energetically against what 
they have considered the dishonest 
practices of American exporters in de- 
manding such discounts from our man- 
ufacturers, when they are supposed to 
give every advantage to their foreign 
customers who entrust them with their 
orders. This is one of the reasons why 
in traveling around the world it is so 
often found that importers, even when 
they criticize British exporters, yet re- 
gard them as more square and honest 
than American exporters. 


F 
ACILITIES OF ENGLISH AND AMERICAN 
Houses CoMPARED 


British export merchants undeniably 
possess certain advantages and facili- 
ties which are not yet ours; for example, 
they have heretofore had an advantage 
or have been more interested than 
Americans in seeking out and develop- 
ing advantages in shipping facilities. 
[ am not now referring to the English 
merchant marine as contrasted with 
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the American merchant marine. I 
mean that there have been more ships 
in British harbors loading for more 
different parts of the world, more liners 
and tramps soliciting cargo. This has 
sometimes made it possible for British 
shippers of crude commodities to make 
exceptionally advantageous arrange- 
ments for freights. I have seen Port- 
land cement shipped from England to 
Egypt at almost nothing per ton, 
chiefly because a ship needed ballast. 

The banking facilities of English ex- 
porters as contrasted with our Ameri- 
can facilities have been generally exag- 
gerated, with the sole exception of the 
London discount market. Bankers in 
London have offered as a rule no better 
facilities in financing than have been 
available to New York exporters. It 
can not be claimed that the branches of 
certain large British banking institu- 
tions in New York have not offered 
just as good facilities to our exporters 
as the offices of the same bank in Lon- 
don offered to British exporters. The 
sole and only distinction that I know 
of, so far as banking practises and in- 
dulgences are concerned in the routine 
handling of export transactions, has 
been that the more intimate acquaint- 
ance with exporting and with foreign 
exchange on the part of the British has 
occasionally developed an ingenious 
operation devised to help a compara- 
tively small but worthy exporter, 
whereas in our own country bankers 
have not always shown the same anxi- 
ety to devise means of helping. 

The London discount market has, 
however, offered a very genuine and a 
very important help to the British ex- 
porter. We are now trying to promote 
a discount market here and progress is 
certainly being made; however, so far 
as our export trade is concerned, there 
are many difficulties in the way of our 
taking as full an advantage as the Brit- 
ish of such a eee amemeate as we 
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_ may develop. Ordinarily, a New York 
-exporter’s transactions are covered by 
his drafts on his foreign customers, 
the exporter gives an acceptance and a 
bank lends its é¢ndorsement in order 


_ that the acceptance may be discounted. 


_ The operation is a somewhat compli- 


- eated one in general exports of manu- 


factured goods as contrasted with bulk 
shipments of cotton or grain. For ex- 


_ ample, in the case of a merchant mak- 
_ ing twenty different shipments by one 
a to as many different customers 


in Brazil, the draft on one customer 


- being at sight, on other customers at 


thirty days, sixty days, or ninety days 
and all for varying amounts, some of 


with their own organizations in foreign 
markets shipping to their own houses, 
finance for their own people. Take, 
for example, such a great East Indian 
house in London as that which I have 
described; millions of dollars’ worth of 
Manchester goods are purchased every 
year. The London house finances 
these large invoices, accepts, in con- 
junction with the Hongkong Bank or 
the Chartered Bank; the London dis- 
count market absorbs this paper; and 
the export merchant used to secure— 
before the war—an annual interest 
charge of about 3} per cent instead of 
our American 6 per cent. The London 
house refinanced according to circum- 
stances on its own branches in India, 
often merely by debit and credit en- 
tries, since the branches in India were 
shipping Indian produce, and since the 
financial interests of both the branches 
and the parent house were identical. 
Investments in foreign securities are 
being strenuously urged upon Ameri- 
cans, very often as a means of devel- 
oping our export trade. Of course 
investments in any kind of foreign se- 
curities may help the present critical 
condition in the foreign exchanges 
through the export of funds in payment 


with perhaps small. British exporters, 
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for such securities in addition to our 
remittances to cover our imports, all 
going to offset our tremendous export 
figures; but the present are abnormal 
times; it is not always necessary to cor- 
rect adverse or favorable rates of ex- 
change, and there is much more to be 
made of American investments in for- 
eign securities in the way of developing 
American export trade than most peo- 
ple seem to realize. The late Willard 
Straight was one of the few Americans 
who differentiated sharply between 
American investments and saw clearly 
the kind of investment necessary for 
the expansion of our foreign commerce. 
We have many offerings to the Amer- 
ican public of foreign government and 
municipal bonds; occasionally small 
offerings of the bonds or shares of for- 
eign railways or public utilities. Most 
of our financiers, above all our banks, 
which are nowadays giving so much 
attention to their bond departments, 
emphasize only the desirability of in- 
vestments in bonds and mortgages. 
We are neglecting, if not forgetting, 
the essential, basic theory of such in- 
vestments as a help to export trade. 
The ownership of bonds and mortgages 
gives no control over the properties; 
sufficiently heavy investments in shares 
do give such control. 

The English have profited in their 
export trade from their foreign invest- 
ments because they control the enter- 
prises which their money finances. If 
a railway is to be built in Iceland, the 
money will be raised in London, the 
Chairman will be an Ear! or a Baronet, 
the board of directors will meet and the 
financial offices will be located in Lon- 
don; the purchasing agent as well as the 
constructing and operating engineers 
will be Englishmen, and the equipment 
and supplies of that railway will nat- 
urally drift, so far as possible, to those 
English suppliers known to the engi- 
neers and the purchasing agent. They 
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will not be averse to buying American 
supplies if they can be persuaded that 
such supplies are desirable and suitable, 
but their wholly human disposition will 
be to buy their goods in the market 
from which their enterprise is financed 
and from suppliers with whom and 
with whose products they are best ac- 
quainted. We may buy up all the 
mortgages and bonds of a railway or 
any other company and it will not help 
us in the least so far as exporting mer- 
chandise to that company, its associ- 
ates or its neighbors is concerned. 

Even our present Edge Act, pro- 
fessedly designed to assist in the de- 
velopment of our export trade through 
_ the creation of agencies able to give us 
more adequate export credit facilities, 
specifically prohibits—as it now stands 
.—banks organized under that Act 
from dealing in the shares of foreign 
corporations. Edge Act banks can 
only deal in bonds and mortgages, and 
whatever foreign securities the Edge 
Act banks may handle under the pro- 
visions of the present law will not 
directly affect one cent’s worth of ex- 
port trade for the United States. It 
is only through the actual control 
of a property that its policy can be 

dictated. 

The one great lesson for us to learn, 
so far as I see it, in reviewing British 
methods, is the need of more thorough 


HERE is perhaps not a very clear 

understanding by the public in 
general of the functions and the limita- 
tions of service of the international 
_ banks in relation to our export trade. 
_ This is plainly indicated by the sugges- 
tions that are now made by certain un- 
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training of American business men for 
foreign work, and for a longer, more 
practical and more comprehensive ap- 
prenticeship of our young men in ex- 
port work. The development of the 
organizations of American merchants 
in foreign countries will very likely be 
promoted as time passes, knowledge 
increases, and funds attracted to this 
sort of development become more easy. 
The more thorough training for foreign 
trade is a serious and imperative neces- 
sity. Iam not now referring to courses 
in foreign trade, which fortunately are 
becoming more and more common in 
our universities and even in our high 
schools. They are thoroughly desir- 
able so far as they go. Supplementing 
them there must be a longer and more 
practical apprenticeship in the actual 
conduct of commerce in its day by day 
routine and many different aspects. 
We work rather rapidly in the United 
States; too fast by far. We have ex- 
tended our characteristic half-baked 
efforts to our export trade expansion. 
All sorts and conditions of young men 
have been attracted to the export 
“game,” as they lightly term it, and 
men of all sorts and conditions have 
been sent abroad to represent Ameri- 
can interests, more often than not with 
no or little adequate training. Real 
and great success is not thus to be ob- 
tained. 


informed critics that in some me way these 
banks are not “supporting” this trade 
adequately. 

It seems that such a charge ignores 
the primary fact of the relation of 
banks to our foreign commerce. Their 
essential interest and profit must al~ 
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ways lie in rendering the utmost assist- 
ance to overseas trade that it is possi- 
ble for them to give—safely, and within 
the limitations imposed by law upon 


_ their operations. The word “safely” 
is of paramount significance. This 


of safety must receive the first 


consideration by banking officers, if 

_ they are to be true to their obligations 
as guardians of the’ property of others. 
_ ‘The funds which are the basis of any 
aid to commerce that banks may give 
are the demand deposits of their clients, 
and this demand quality of commercial 
banking funds at once fixes very defi- 
nite limits to the use that may be made 
of them. It positively excludes their 
employment in any large amount for 
loans of a term longer than three or 
four months. Hence, the utmost care 
must be exercised to assure that ad- 
vances made upon the basis of com- 
mercial transactions with foreign coun- 
tries shall have more than a reasonable 
probability of liquidation within the 
term for which these loans are agreed 
upon. 

The most frequent form of aid ex- 
tended to export trade by a commer- 
cial bank is through the discount of 
drafts covering sales of goods abroad, 
these drafts maturing at a definite date 
—usually not exceeding four months 
from the time when they are discounted. 
The collateral held by banks to protect 
such loans usually consists of merchan- 
dise in transit to the foreign buyer, held 
under the control of the lending bank 
through possession of bills of lading 
and other documents by its trusted 
agents, either in its own branch banks 
abroad or in correspondent banks with 
which it holds close, continuing rela- 
tions. When all goes smoothly, these 
drafts are paid, as they fall due, to the 
foreign agents of the American bank 
and the loan is liquidated by the trans- 
fer of the proceeds to the lending com- 
pany, or by a credit through the open 
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accounts which international banks 
throughout the world maintain with 
one another. 

Thus, an active bank at any given 
date may have hundreds, or even 
thousands, of outstanding loans on 
foreign trade transactions, some of 
which are due and paid every day and, 
in consequence, afford a renewed sup- 
ply of funds for new transactions. 
When times are good and there are no 
clouds upon the horizon of trade, this 
system of revolving credit functions 
uninterruptedly and to the advantage 
of all concerned, and we hear little com- 
plaint of indifference on the part of 
banks to demands. It is when the 
movement we have described is checked 
—as it is today—that doubt rises in 
some minds as to whether the banks 
are doing their full duty in the situa- 
tion. 

As a matter of fact, however, it is the 
bank that first of all feels the shock of 
any stoppage to the normal functioning 
of this credit system. When drafts are 
not paid by foreign buyers, the bank at 
once finds itself holding an overdue and 
unpaid loan and also is burdened with 
the responsibility for collateral, which 
it must handle to the best possible ad- 
vantage of the American shipper and to 
the protection of its own equity in it. 
The seller, who has discounted his 
draft, is already in possession of his 
money, although it is true that he is 
liable to the bank in the event that his 
draft is unpaid. He is also liable if the 
proceeds of collateral sold do not fully 
cover the amount of the loan involved. 
When, as today, in markets through- 
out the whole world there is cancella- 
tion of contracts, refusal to accept 
shipments or to pay drafts, the imme- 
diate result is to tie up banking funds 
in very large amounts and to burden 
the banks with the problems incident 
to the care and disposal of shipments 
upon which funds have been advanced. 
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How seriously this may cripple their 
ability to continue their normal volume 
of loans to their American clients 
should be recognized readily enough. 
When, in addition to cancellations and 
protest of drafts, there are added to the 
- situation the factors of falling prices, 
_ depreciated exchange and flooded mar- 
kets, it is clear that the difficulties con- 
fronting the banks are real enough. 
Moratoria and embargoes exist in cer- 
tain countries and are threatened in 
others. Forced sales of shipments are 
extremely difficult—impossible in many 
cases. Banks are handicapped in their 
power to serve their clients to the de- 
gree that their resources are involved 
jn those transactions in which prompt 
__ iquidation has failed of consummation. 
_ Sound business principles must pre- 
elude the officers of any bank from ex- 
tending their commitments unduly 
when such international trade condi- 
tions arise. They must keep their 
house in order, and, until these tempo- 
rarily non-liquid loans are brought into 
liquid form again, the utmost care 
must be exercised lest the rights of the 
demand depositors should be jeopard- 
ized. A commercial bank must recog- 

nize its obligation to avoid, if possible, 
any loan transactions that will involve 
it for undetermined periods of time. 
Long-term loans are the affair of 
the investment banker and are not 
_ for the international commercial bank 

to handle. This distinction should 
_be fully comprehended by the public 
and, when understood, will serve to 
_ refute the criticisms to which we have 
‘referred. 

The present world situation is ad- 
_ mittedly a difficult one. The banks are 
much concerned as any branch of 
_ business in finding a solution for these 
problems and are committed by self- 
_ interest to the support of any policies— 
- safe policies—that will aid to bring back 
better conditions. All that should be 
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asked of the banks is that they “carry 
on” with prudence and contribute 
every particle of effort, in the way of 
expert technical knowledge to the en- 
couragement of steadfast confidence, 
that they can offer under trying condi- 
tions. It would not help at all to adopt 
unsound banking practices during a 
term of stress. It would merely add to 
any dangers that already exist. 

The world today looks to the United 
States as the one solidly fortified nation 
in the realm of finance and trade. No 
other country has to a like extent the 
great power needed to meet the present 
emergencies. This fact is receiving 
general and a constantly extending de- 
gree of recognition in our own country. 
We have come to realize thoroughly 
that Europe must have food, raw ma- 
terials and machinery before she can 
hope to return to normal health in 
finance and trade, and that she must 
have a considerable time extended to 
her before she can pay for these prod- 
ucts. We recognize that this implies 
thrift and the saving of investment 
funds in large amounts here in order 
that they may be available in rehabili- 
tating the industries of Europe. 

Many now see that depreciated ex- 
change can be restored only through 
Europe’s resumption of normal produc- 
tion and exporting. We know that 
great markets for our own raw products 
are now stagnant because of idle facto- 
ries in France, Germany, Italy and else- 
where. Furthermore, markets in South 
America and the Orient, which would 
otherwise be absorbing our manu- 
factured products continuously, are 
stricken for the same reason. Their 
products, wheat and wool, hides and 
skins, and metals, which normally are 
in urgent demand in Europe, move but 
slowly. The whole intricate machinery 
of world trade is clogged by the pros- 
tration of economic life in the countries 
so seriously devastated by the war. 
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This economic life must be quickened 

promptly. 

Since the armistice, the minds of 
men in all parts of our country have 
had time to comprehend the course of 
events and the meaning and needs of 
the present critical period. As with 
the war itself, full realization has been 
slow in spreading among the people. 
It is by no means universal now. 
Leaders do exist, however, and others, 
with the international outlook, will 
no doubt be effective in stimulating the 
action that seems to be required. 
There are evidences of clear recogni- 
tion of the demands of the situation in 
many quarters. 

In response to the growing demands 
for adequate means to meet the situa- 
tion, Congress has revived the War 
Finance Corporation, and it is hoped 
that this action may be efficacious. 
_ But the Federal Reserve Board, in a re- 
_ cent analysis of the foreign and domes- 
. tic credit situation, stated: 


It is not only desirable but practically 
essential that satisfactory arrangements be 
made for the financing of a legitimate and 
reasonable export trade, such action facili- 
x tating, as it necessarily will, the restoration 
of industry abroad and, consequently, the 
___ eventual liquidation of the claims which we 
hold upon foreign countries. Such 

ae long-term advances, however, should be 
7 financed through the agency of actual in- 
-_-vestment credits provided by the placing of 
bends or other evidences of indebtedness in 
the hands of individuals or institutions who 
are in position to supply the funds that are 
needed to “carry” these obligations until 
their foreign recipients are able to settle 
them. 

In the South, the cotton interests 
are preparing to sell their product 
abroad and to finance sales by long- 
term loans through corporations organ- 
ized under the new Edge Act. Most 

significant of all is the recent meeting 
in Chicago, where a powerful group of 
_ bankers decided to organize a one hun- 
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dred million dollar corporation under 
the same Act. This proposed corpora- 
tion is to be devoted specifically to 
promoting foreign trade by means of 
long-term investment loans. Large as 
will be the corporation that is planned, 
and its resources would imply oper- 
ations involving more than one billion 
dollars in credits, it will not be too 
large for the urgent present demands. 

The method by which credits will be 
established is simple enough, although 
the problem of selecting acceptable 
collateral abroad for loans is one that 
will require high technical skill and 
sound judgment. Such loans as may 
be made will be in the form of dollar 
credits in American banks, available 
to pay for goods exported to the 
borrowers. 

The question as to how far the 
investing public will absorb the de- 
bentures based upon this collateral of 
foreign securities and other properties 
still remains to be answered. The 
answer will depend largely upon how 
thoroughly the American people un- 
derstand that their own prosperity is 
involved in such amovement. It is en- 
couraging to note that the subscriptions 
to the New Orleans Edge Law corpora- 
tion have been promptly made and 
are ample in amount. 

The strength of the banking interests 
behind the Chicago plan should inspire 
confidence. When the public under- 
stands that the proposed investments 
abroad will, in effect, act as a priming 
to force into full action the now halting 
machinery of world trade, immediately 
creating markets for stocks that are 
now moving slowly or not at all, there 
should be a country-wide response 
when subscriptions for Edge Law de- 
bentures are offered. Every class— 
merchant, manufacturer, farmer and 
laborer—should be interested. 

This method of aiding Europe par- 
takes in no way of the character of 
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charity. This form of help is sane, self- 
respecting and businesslike, and is ap- 
parently the most effective way by 
which manufacturers and merchants 


N outline of recent improvements 
in British Empire trade infor- 
mation may take as a starting-point 
the Dominions Royal Commission, 
appointed in 1912. The Commission 
had its origin in a resolution of the 
Imperial Conference of the previous 
year, its instructions being to report 
comprehensively on the natural re- 
sources and production of the Empire, 
with special reference to the possible 
improvement and extension of Inter- 
Imperial trade. It consisted of eleven 
members, six representing the United 
Kingdom and one each, Canada, Aus- 
tralia, New Zealand, the Union of South 
Africa and Newfoundland. 

A very searching investigation ex- 
tending over a period of five years and 
embracing all sections of the Empire 
was conducted by the Commission. 
Its report, which was in several vol- 
umes, covered a great variety of sub- 
jects of industrial and commercial in- 
terest. Certain of the volumes dealt 
in a general way with specific Domin- 
ions; others assembled the data regard- 
ing raw materials, trade, transporta- 
tion and the like for the Empire as a 
whole. Incidentally, a considerable 
impetus to statistical investigation was 
given in the preparation of memoranda 
for the Commission’s use; in fact, when 
the Commission finally disbanded, 
which was at a date when the war was 
absorbing all of the available energy 
of the Dominions, the immediately im- 


Improvements in British Empire Trade Information— _ 
The Imperial Statistical Conference 


By R. H. Coats 
Dominion Statistician, Ottawa 


supplies that will permit them, in due — 
time to liquidate their debts here in 
full. 


portant result was the comprehensive 
array of information which it had as- 
sembled against the return of normal 
conditions. 

The perpetuation of these materials _ 
and the keeping of them up to date was — 
naturally one of the prominent recom- — 
mendations of the Commission’s re- __ 
port. In its travels throughout the _ 
Empire, a feature strongly borne in 
upon the Commission was the incom- © 
parability of the official statistics of 
the several Dominions, as well as the 
discrepancies and omissions which char- _ 
acterized specific fields. 

The situation was set forth in con- 
siderable detail in the report, and the 
suggestion made that there should be 
summoned forthwith a Conference of — 
the official statisticians of the Empire, 
with a view to the improvement of exist- 
ing conditions where possible, and the 
drawing up of a scheme of statistical _ 
codrdination for the Empire as a whole. 
The rider was added that a central — 
statistical bureau for the Empire should 
be set up, with a view to the mainte- 
nance of such scheme of coédrdination 
as might be agreed upon, and for the 
periodical collection, compilation and 
dissemination of comparative data of © 
economic interest to the Empire. 

The second recent step forward in 
the improvement of British Empire 
trade information may be considered 
as the meeting in London during the | 
winter of 1920 of the conference of stat- _ Bg? 
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isticians in pursuance of the above re- 
commendation, the pressure of the War 
having prevented earlier action. The 
conference, which met under the aus- 
pices of the United Kingdom Board of 
Trade, was in every way a success. It 
sat during a period of six weeks, in 
which the entire field of official statis- 
tics was passed in review and uniform 
principles laid down. In the forefront 
of the agenda was placed the proposal 
of a central statistical bureau. This, 
in the opinion of the Conference, was 
entirely feasible, and a constitution and 
working policy was drafted in some de- 
tail. The Bureau, it was recommended, 
should be established in London, under 
the Prime Minister of the United King- 
dom (as ex officio President of the Impe- 
rial Conference) and under the general 
control of a Council to be nominated 
by the several governments assenting. 
For immediate supervision a director 
with an adequate number of profession- 
al chiefs of divisions was suggested— 
also an advisory committee of twelve, 
to be nominated by the Council. Ar- 
rangements for an effective liaison be- 
tween the Bureau and the various 
Dominions, including an interchange 
of staffs, were outlined. 

The Bureau, it was decided, might 
cover but would not be limited to the 
following subjects: demography, labor, 
industrial and general social statistics, 
production, commerce, transport and 
communication, finance, and public ad- 
ministration. With regard to working 
methods, the Bureau would secure all 
the official reports prepared within the 
Empire, in accordance with the new 
scheme, as well as special statistical 
data, its publications to consist of (1) 
an annual statistical review of the Em- 
pire as a whole, (2) annual abstracts 
of the more important Empire statis- 
tics, and (3) periodical monographs on 


trade, production, communications, 
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Appended to this outline of a per- 
manent central organization, a series 
of recommendations on procedure for 
general adoption in the more important 
statistical fields were made. From the 
present standpoint those relating to 
trade statistics will be of primary 
interest. 

At the outset it was recognized that 
differences of conditions exist in the 
several countries which make it impos- 
sible to achieve complete uniformity. 
Nevertheless, on nine points resolutions 
were adopted which are calculated to 
achieve a large degree of practical com- 
parability. These covered, respective- 
ly, uniformity in the statistical year and 
in the mode of valuation of imports 
and exports; more intensive study of 
the difficult problem involved in tracing 
the origin of imports and the ultimate 
destination of exports; uniformity in 
the list of countries to be distinguished ; 
the clearer demarcation of transit and 
trans-shipment trade; improved treat- 
ment of imports and exports by parcel 
post and of government stores; and, 
doubtless most important of all, uni- 
formity in the classification of imports 
and exports. On this final subject a 
word in more detail may be added. 

It was admitted that no single 
scheme could usefully be recommended 
for adoption in all parts of the Empire. 
The items of the trade classification, 
for instance, are to a certain extent 
determined by tariff exigencies,— 
though even here a minimum standard 
may be set up. In the matter of 
grouping the items, however, uni- 
formity in principle is obtainable. The 
conclusion reached at the Conference 
was that the items would require to 
be arranged not in one, but in several 
categories, if accurate and comparable 
aggregations of trade statistics were 
desired. For instance, classification 
might be based on (1) the component 
materials of commodities, (2) their pur- 
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pose and use, and (3) their origin with 
regard to the primary or extractive 
industries,—the three points of view 
most frequently called for in practice. 
The purpose of this recommendation 
was to escape in so far as possible the 
necessity—so constantly met in classi- 
fication schemes which embrace incon- 
sistent points of view—of making one 
group-total comprehensive at the ex- 
pense of another. For instance, a 
scheme which contains such group- 
headings as “leather” and “wearing 
apparel”’ within the same category 
can not allocate “boots and shoes” 
without an inaccuracy under one or 
the other of these headings. 

It may be added that in 1919 the 
Dominion Bureau of Statistics of 
Canada put into effect a classification 
scheme based on the principle above 
outlined. The items were edited and 
their number extended in consultation 
with the leading producers and traders 
of the country. For the publication 
of these items in the official monthly 
and annual reports, the “component 
material” principle is followed. At 
the same time, distinct schemes ac- 
cording to “purpose” and “origin” 


I. By Carer COMPONENT 
MATERIAL: 


1. Vegetable products (except 
wood, fibres and chemicals). 
(65 sub-groups) 
Animals and their products (ex- 
cept fibres and chemicals). 
(30 sub-groups) 
. Fibres, Textiles and Textile 
products. (45 sub-groups) 
. Wood, wood products and paper. 
(31 sub-groups) 
5. Tron and its products. 

(41 sub-groups) 
Non-ferrous metals and their 
products. (14 sub-groups) 
Non-Metallic minerals and their 

products. (24 sub-groups) 
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respectively have been drawn up, and 
are used in the Bureau for the making 
of additiona! group analyses, which are 
published in connection with the main 
tables. While the method does not en- 
tirely eliminate the necessity for explan- 
atory notes, it reduces the latter to a 
minimum and to a degree that is much 
more difficult if only a single category is 
employed. The scheme of main head- 
ings now used in Canada is given below 
as of general interest in the matter. 
The British Empire Statistical Bu- 
reau is of course a project of the future 
and its establishment is entirely de- 
pendent upon the action of the several 
independent governments embraced 
within the Empire. Nevertheless, 
much benefit of a practical kind has 
been achieved from the interchange of 
views at first hand between the officials 
by whom the concrete problems of 
statistics are worked out in the several 
Dominions. Already much silent 
codrdination and codperation have 
been put in train, and though definite 
arrangements to maintain the contact 
thus established are desirable, the 
immediate results are greater than 
appear on the surface. iinet 
8. Chemical and allied products. 
(47 sub-groups) 


TARY 
All other commodities. 
(15 sub-groups) 


II. Cuiasstrication AccoRDING TO Pur- 


POSE: 


1. Abrasives. 


@, Arms, Military Equipment and 
Explosives. 
(5 sub-groups) 


8. Beverages and infusions. 


Books, Stationery and Educa- 
(8 sub-groups) 4 
Clothing. 
(10 sub-groups) 


4 = = 
< A 
¢ 
* 
» 
be 


co 


we Tue ANNALS OF THE 


6. Containers, Wrapping and Pack- 
ing Materials. 
(5 sub-groups) 
7. Drugs, Medical and Dental 
Equipment and Supplies. Alps 
(6 sub-groups) itl 
8. Foods. 
(9 sub-groups) vas 
9. Household Equipment. 
(12 sub-groups) 
10. Industrial Equipment. Me 
(19 sub-groups) 
Jewellery and Timepieces. 
(2 sub-groups) 
wt 12. Light, Heat and Power: Equip- 
Li ment and Supplies. 
terials. 
41 sub-groups) 
a 14. Recreation Equipment ard Sup- 
plies. 
(4sub-groups) 
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Telegraph and telephone. 
16. Tobacco and Smokers’ Supplies. 
oie” 17. Vehicles. 
(7 sub-groups) 
IID. Crassrricatron Accorpine To Ort- 
GIN: 
1. Articles of Agricultural Origin. 
(a) Vegetable 
(b) Animal. wn} 
2. Articles of Marine Origin. 
. Articles of Forest Origin. 
4. Articles of Mineral Origin. 
5. Articles of Mixed Origin. 

Note: Under the above five headings 
commodities are distinguished as (a) Raw 
Materials (b) Partly Manufactured Arti- 
cles and (c) Fully Manufactured Articles, 
the arrangement of the first classifica- 
tion schedule (component materials) as 
to sub-heads being followed, in so far as 
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OON after the formation of the 
preliminary organizating skeleton 
of the Secretariat of the League of Na- 
tions, it was decided to hold an informal 
meeting of statisticians in order to 
consider in a general manner the way in 
which the new League organization 
could best assist in the development of 
international codperation in statistics 
and to discuss the relation of the 
League with the various existing inter- 
national institutions which dealt with 
this subject. 

There were present at this meeting 
representatives of the two existing 
international institutions which were 
actually at the time publishing compar- 
ative statistics monthly—the Institute 
of Agriculture at Rome and the Bureau 
of the International Statistical In- 
stitute at the Hague. 


The former of these two bodies, 
which has a membership of sixty ad- 
hering states, obtains its data directly 
from the various Governments and 
publishes, as is well known, an agricul- 
tural year book and a monthly bulletin 
of agricultural and commercial statis- 
tics. Perhaps the most important 
statistical function performed by this 
institution consists of the estimates of 
crops in the northern and southern 
hemispheres, but figures are also pub- 
lished concerning the movement of 
these crops, freight rates, prices, etc., 
and the Bureau has proved of consider- 
able utility in suggesting to the various 
national departments suitable ways in 
which the existing statistical methods 
may be changed in order to ensure 
greater homogeneity and comparabil- 
ity of the data. 
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The International Institute of Statis- 
tics, on the other hand, is mainly a 
private association, which was founded 
in 1885. It set up a permanent office 
in 1913 for the collection, study, co- 
ordination and publication of statisti- 
cal material, and to this permanent 
office certain governments make sub- 
ventions. 

There are, however, in existence, in 
addition to these two bodies, various 
other international bureaus likewise 
concerned with statistics; in particular, 
the International Bureau of Commer- 
cial Statistics founded in 1913 by aCon- 
vention signed by twenty-nine states. 
According to this Convention, the sig- 
natory states agreed to submit to the 
Bureau, which under the terms of the 
Convention was set up in Brussels, 
their commercial statistics drawn up 
according to an agreed classification; 
and it was proposed that the Bureau 
should devote its labors to publishing 
the statistics thus received in a form 
which would make the trade position 
of each country easily comparable. 

Later, in 1919, there was set up, at a 
meeting of the General Council of the 
Conférence Parlementaire Internationale 
du Commerce, an international Insti- 
tute of Commerce, likewise with its 
headquarters in Brussels, for the pur- 
pose of coérdinating and publishing in- 
formation with regard to commercial 
statistics and legislation. 

It became clear at the preliminary 
conference, to which allusion has al- 
ready been made, held in August, 1919, 
that there was a danger of the activities 
of these various bodies, which had 
either already begun or intended to 
begin the publication of international 
statistics, overlapping, and that, there- 
fore, if the League desired to utilize 
their services or could assist them in the 
performance of their tasks, it was 
necessary, not only to consider the 
coérdination of the statistics published 


by the various Governments of the 
world, but also the delimitation of © 
the functions of these bodies. The 
meeting held in London, being of an 
informal nature, did not consider f 
desirable to pass any definite resolu 

tions, but suggested, inter alia, that it 
appeared desirable 7 


consider the definite distribution of statisti- 


that a committee should be appointed 


cal work between the various bodies en- _ 


gaged with or proposed to be engaged with 
the League of Nations and the institu- 


tion of a central advisory committee on => 


statistics to meet normally at the seat of — 
the League of Nations. 


M. Destrée, the representative of 
Belgium, accordingly suggested at a _ 
meeting of the Council of the League 
of Nations held in Rome on May 19, © 
that an international statistical com- 
mittee should be appointed, stating in 
his remarks introducing the motion 
that: 


certain international commissions and 
bureaus, under international conventions. _ 
Under Article XXIV of the Covenant, any 


international commission or bureau which | 


may be constituted to deal with such ques- 
tions is to be placed under the direction of 
the League of Nations; and if the parties _ 
concerned agree, this may also be the case 
with international commissions and bu-— 
reaus which are already in existence. 

A Conference of statistical experts, which 
met in London last year through the 


initiative of the Secretary-General of the 


League of Nations, expressed the unani- 
mous opinion that it would be of great ad- 
vantage if all the work in the statistical 
field, whose accomplishment is a necessity _ 
in the political life of nations, could be | 
organized on a uniform and centralized 
system. Any attempt, however, to realize 


this desirable object raises problems which _ ae 


can not be solved without the help of ex- 
perts, both statisticians and persons who 
make use of statistics. 


I propose that, to this end, a Commission - = 
be set up on the following lines. a 


The In- 


International statistics are dealt with by | 


d 


ternational Institute of Statistics should be 
invited to nominate two representatives 
and the following bodies one representative 
each: International Labour Office; Inter- 
national Institute of Agriculture; Inter- 
national Bureau of Commercial Statistics 
(Brussels). This Committee should be 
completed by the addition of the following 
persons, whose work in the past points be- 
yond question to sucha choice: M. Lucien 
March, Mr. R. H. Coats, M. de Elola, M. 
Luigi Bodio. The Commission thus formed 
should have power to add to its number 
by codpting other eminent statisticians 
whose collaboration it might desire. At the 
same time, it should use every effort to 
keep its numbers as low as possible. 


The Council agreed to this proposal 
and finally set up an international 
statistical commission on which The 
International Labour Office at Geneva, 
The International Institute of Statis- 
tics, The International Institute of 
Agriculture, The International Bureau 
of Commercial Statistics and The In- 
ternational Institute of Commerce, 
were represented, and on which M. 
Lucien March, the Director of the 
General Statistical Bureau of France; 
Mr. R. H. Coats, M. de Elola and Mr. 
A. W. Flux, who held similar positions 
in Canada, Spain and the United 
Kingdom, respectively, and also the 
late Senator Luigi Bodio and M. Naotos 
Marumo of the Japanese Embassy, 
were asked to serve. 

This Commission accordingly met on 
October 11, 1920, in Paris, its terms of 
reference being: 


1. To advise the Council of the League 
of Nations with reference to: 

c (a) the extent to which the work of 
obtaining, collating, examining 
and publishing International Sta- 
tistics is already carried out by 
International Bodies. 

(b) the extent to which the published 

- and unpublished work undertaken 

by these Bodies requires or will re- 

quire further codrdination. 
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2. To consider and report upon the de- 
sirability of instituting a central advisory 
council on statistics for the purpose of ad- 
vising the League of Nations concerning the 
codrdination and standardization of statis- 
tics and, further, to report upon the consti- 
tution and duties of such a Council, should 
its institution be recommended. 

8. To consider and report upon the rela- 
tionship of the existing International 
Statistical Institutions to the League of 
Nations. 

4. To consider in what directions Inter- 
national Statistics require further develop- 
ment and in what manner the League of 
Nations may profitably assist such develop- 
ment. 


What action the Council will ulti- 
mately take as a result of the delibera- 
tions of this Commission, it is at 
present too early to foresee. 

In the meantime, however, it was 
necessary for the Secretariat of the 
League of Nations to proceed with the 
preparation of such statistics as the ad- 
ministrative work which their duties 
involved demanded, and, when it was 
decided in the Spring of 1920 to call an 
International Financial Conference to 
discuss the critical situation then aris- 
ing in Europe, it was, at the same time, 
agreed to circularize the States invited 
and request them to supply certain 
statistical data with reference to their 
economic and financial situation. The 
results of the information thus collected 
were published just before the Brussels 
Conference in three volumes, the first 
of which, dealing with currency, gave 
rates of exchange of the more important 
countries on New York, discount rates, 
gold reserves and circulation and a 
comparison between the internal and 
external purchasing power of those 
countries for which wholesale index 
numbers were obtainable. 

The second of these pamphlets gave 
the Budgets for 1919 and the budget 
estimates for the current year, National 
debt figures divided into funded and 
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‘enfunded, domestic and foreign, to- 

gether with figures of loans granted by 
one government to another. 

The third consisted of a collection of 

the statistics upon trade in values for 


world, yearly figures for the period 
1913-1919 and monthly figures from 
January, 1919, being given. Analyti- 
cal tables of the principal articles of 
export and import and the principal 
countries of origin and destination for 
the countries receiving the question- 
naires were also included and a com- 
parison made, where possible, of the 
figures for 1919 with those for 1913. 
These three pamphlets were prefaced 
by more or less tentative but, at the 
same time, suggestive introductions, 
which attracted a considerable amount 
of attention at the Brussels’ Conference, 
the summary tables contained in these 
introductions rendering it oe 
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s itis not possible at this date to foresee. 
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it had not been possible before, to see at 
a glance the relative position of the 
various countries. 

It is stated that it is proposed to re- 
publish these three pamphlets with ad- 
ditional data obtained as a result of a 
second questionnaire issued to the 
Governments and in the light of the 
supplementary information submitted 
in the statements of the various delega- 
tions at the Brussels’ Conference, as 
volumes supplementary to those con- 
taining the full reports of that Con- 
ference. It is believed that the work 
which has thus been begun- will not be 
allowed to drop, although its form may 
be modified in the light of the experience 
which has been obtained. What the 
future activities of the League will be in 
connection with the more general prob- 
lem of the collection, codrdination and 
publication of international statistics, 
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WO general policies are distin- 
guishable in the commercial bar- 
gaining of nations. The first is the 
policy of negotiating for special and 
exclusive concessions which are not 
shared by third nations; the other aims 
at the establishment and maintenance 
of equality of treatment. The first 
proceeds on the idea that a nation may 
grant and seek favors to its own advan- 
tage regardless of the effect on its 
neighbors; the other is based on the 
proposition that every nation is en- 
titled to equal treatment and that 
none is entitled to anything more. So 
basic is the distinction between these 
two policies, and so confused have been 
discussions of commercial policy in- 
volving them, that a discussion and 
illustration of them at some length 
seems desirable. 


Reciprocity In THE UniTED StaTES— 
A Form or SprectaL BARGAINING 


We can find no better examples of 
special bargaining for preferential and 
exclusive advantages than those fur- 
nished by our own history, although 
cases among other nations are not in- 
frequent. The term “reciprocity,” 
particularly in the United States, has 
acquired a special meaning. When we 
speak of a “reciprocity agreement” 
we mean a national exchange of con- 
cessions with the understanding that 
these concessions are not to be extended 
generally and freely to any other nation 
(in some cases the foreign power has 
generalized its concessions). 

The United States, let us say, offers 
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an exclusive reduction in customs du- 
ties to another nation in return for a 
concession which is deemed satisfac- 
tory. At first glance this seems fair. 
It appeals strongly to the mind famil- 
iar with the doctrine of consideration 
in the Anglo-Saxon law of contracts. 
We offer the advantages of our markets 
in return for definite concessions, and 
we refuse the advantages except in 
those cases where reciprocal conces- 
sions are extended to us. This policy 
has made it possible for us to enter in 
good faith into reciprocity agreements, 
many of which have resulted from un- 
usual circumstances, such as geograph- 
ical propinquity or peculiar political 
relations. Our negotiation of reciproc- 
ity treaties, however, has been essen- 
tially an opportunist procedure, and 
warns us what to avoid in the future. 
It leaves out of account the interests 
of third nations which, under such a 
system of special bargaining, may be 
placed at a disadvantage. It opens up 
the necessity for an endless series of 
negotiations, and even retaliations, 
which are clearly objectionable in the 
complex commercial relationships of 
the world. Claims are made by ex- 
cluded states which, if granted, defeat 
the purpose of the treaty and which, if 
not granted, are likely to invite pro- 
tests and hostility. 


RECIPROCITY AND THE TARIFF Act 
or 1890 


The United States attempted some- 
thing in the nature of a general “reci- 
procity” policy under the tariff acts 
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of 1890 and 1897.' It will be recalled 
that in the tariff act of 1890 there was 
a provision, the purpose of which was 
to secure for the products of the United 
States special concessions in certain 
foreign markets. 

Under the regular tariff we admitted 
free of duty sugar, molasses, coffee, tea 
and hides. ‘The President was then 
authorized to proclaim without further 
action by Congress special penalty 
duties on these products when imported 
from any country that imposed, on the 
products of the United States, duties or 
other exactions which he deemed to be 
“reciprocally unequal and unreason- 
able.” The offense here penalized, it 
should be noted, was not discrimina- 
tion against the United States, not the 
levying of higher duties on our goods 
than on similar goods from other coun- 
tries, but the levying of duties on Amer- 
ican goods higher than were regarded 
by us as fair, in view of the free ad- 
mission or the lower duties on food and 
raw materials which our domestic 
needs had led us to enact.? 

The President was thus given power 
to place the goods of one nation on a 
less favorable basis in our market than 
similar goods imported from other 
countries in case of the refusal of that 
nation to grant concessions to the 
United States. Under this law the 

1 For a full discussion, see United States Tariff 
Commission, Reciprocity and Commercial Treaties 
(1919). Before 1890 the United States had en- 
tered into a reciprocity treaty with Canada 
(1854-1866), and with Hawaii (1875-1900). In 
1902 we negotiated a reciprocity agreement with 
Cuba, which is still in force. In 1910-11 an at- 
tempt was made to establish reciprocity with 
Canada by concurrent legislation. The neces- 
sary legislation was passed by the United States 
Congress but failed of enactment in Camada. 
Each one of these reciprocity agreements was a 
product of peculiar geographic and political re- 
lationships and was not a part of a general reci- 
procity policy. 

* When France has used an argument similar to 
this against our high duties on peculiarly French 
products we have rejected it. 
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President concluded agreements with 
Brazil, with Spain for Cuba and Porto 
Rico, with the Dominican Republic, 
with Salvador, with the German Em- 
pire, with Great Britain for her West 
India Colonies, and with Nicaragua, 
Honduras, Austria-Hungary and Gua- 
temala. We secured by these agree- 
ments all or part of the rates in the 
newly established conventional sched- 
ules of Germany and Austria-Hungary; 
that is, we were granted the rates which an 
were also extended to all most-favored- = 
nation countries. We secured also from mi 
the Latin-American republics certain 
special rates which were not generally — 
granted to third countries; and from ae 
the Spanish and British West Indies, ae” 
concessions which were shared only by 
the mother countries. All these agree- 
ments were terminated by the tariff 
act of August 25, 1894. 


Unper THE Tarirr Act or 1897 


In the tariff act of 1897 there were ; 
three bargaining provisions, all based 7 
on the principle of special bargaining. aa 
One provided penalty duties and was, a 
therefore, similar in method to the 
provision of the tariff act of 1890, but 
the commodities affected were changed. 
Under the regular tariff, free admission 
was granted to coffee, tea, tonka beans 
and vanilla beans. The President was 
given power to proclaim, without fur- 
ther action of Congress, penalty duties 
on these products when imported from 
any nation which imposed duties or 
other exactions on American goods 
which he might deem “to be recipro- 
cally unequal and unreasonable.” No 
agreements were negotiated under this 
provision, but it was a factor, as will 
be pointed out later, in securing for the 
United States preferential treatment in 
the Brazilian market in 1904. 

Another of the bargaining methods 
provided for in the act of 1897 au- 
thorized the President, in return for 
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“reciprocal and equivalent conces- 
sions,” to grant special reductions from 
the duties on argols, brandies, sparkling 
and still wines, and paintings and stat- 
uary. In this case, instead of using 
penalty duties, the principle was in- 
troduced of making special reductions 
in the regular tariff rates on certain 
articles in return for reciprocal reduc- 
tions in the tariff rates of other coun- 
tries. Here again, any agreements 
concluded under this provision required 
neither the ratification of the Senate 
nor the approval of Congress. A 
series of agreements, known as the 
““Argol Agreements,” were negotiated 
and proclaimed. They were with 
France, Portugal, Germany, Italy, 
Switzerland, Spain, Bulgaria, the 
United Kingdom and the Netherlands; 
and these countries alone received the 
benefits of the lower rates in the Amer- 
ican tariff. On the other hand, al- 
though we received concessions by 
these agreements, they were in no case 
confined to the United States. In most 
instances we simply received, either 
for the first time or in renewal of pre- 
__- vious grants, all or part of the minimum 
and conventional rates already en- 
joyed by “favored” nations. In only 
a few cases did the agreements secure 
for the United States the benefit of 
conventional rates lower than those 
which had been previously effective. 
The third bargaining provision in the 
tariff act of 1897 differs from those just 
considered in that the treaties nego- 
tiated under it had to be ratified by the 
Senate and approved by Congress 
before they became effective. This 
provision authorized the President to 
enter into negotiations for concessions 
in foreign markets, and to offer in 
return a reduction of not more than 20 
per cent from the duties of the reg- 
ular tariff schedules; or to transfer to 
the free list or agree to retain thereon 
specified articles from any country mak- 
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ing satisfactory concessions. Treaties 
known as the “Kasson Treaties” were 
negotiated under this provision, but 
they failed of ratification in the Senate 
and, therefore, never became effective. 


Our Present RecrprocaLt ARRANGE- 
MENT WITH BRAZIL 


Our arrangement with Brazil—not a 
formal treaty at all—is the only surviv- 
ing remnant of this reciprocity period. 
Under section 3 of the tariff act of 1897 
the President was authorized to impose 
a penalty duty of three cents a pound 
on coffee imported from countries 
which he thought were treating Ameri- 
can products unequally and unreason- 
ably. 

Brazil in particular was very largely 
dependent on this country as a market 
for its coffee. An effort was accord- 
ingly made by our State Department 
through our legation (now an embassy) 
at Rio to obtain from Brazil tariff con- 
cessions in exchange for a guarantee to 
continue the suspension of the penalty 
duty on coffee. After long negotia- 
tions, the Brazilian Government in 
1903 introduced a bill into the Brazilian 
Congress providing for a reduction in 
the customs duties on a number of 
American products, chiefly wheat flour. 
The opposition, which included English 
milling interests owning flour mills in 
Brazil, was successful in defeating the 
bill. In 1904 the Brazilian President, 
however, under authorization of an old 
law decreed a reduction of 20 per cent in 
the customs duties on certain American 
goods. The preference was revoked by 
the Brazilian Congress in the following 
year. Itwas reéstablished in 1906, and 
has continued in force until the present 
time, with some changes in the articles 
affected. The penalty section of the 
tariff act of 1897 was repealed in 1909 
but the renewal of this arrangement 
with Brazil is urged each year by the 
State Department. 


a 
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In 1920, the United States received 


5c reductions of 30 per cent on wheat 


flour and 20 per cent on the follow- 


jing articles: Condensed milk; rubber 
articles, as per Article 1,033 of the 


Tariff; clocks; dyes, as per Article 
173 of the Tariff (excepting writing or 
printing inks); varnishes; typewriting 


machines; refrigerators; pianos; bal- 
ances; windmills; cement; corsets; 


dried fruits; school supplies and writ- 
ing desks.! 
Speaking of its investigation of the 


- effect of the Brazilian preferences, the 
_ United States Tariff Commission says: 


The preferential arrangement, in so far as 


its object was to secure an increase in the 
_ American share of the imports into Brazil, 
has been attended by a moderate measure 
- ofsuccess. It has not succeeded in increas- 


ing the proportion of the Brazilian con- 
sumption of wheat flour which is provided 
by American mills, nor has it effected a sub- 


oe stantial increase in the share of the Brazilian 


imports of wheat flour coming from the 
United States, but it has undoubtedly 
tended to check the decline which the 
economic situation was bringing about. 
The other preferred articles were less im- 
portant, and even in the aggregate con- 
stituted only a small fraction of the total 


Bes. American exports to Brazil. The pref- 
erence on these articles, however, had much 


more effect. In almost every instance the 


_ establishment of the preference was fol- 
lowed shortly by an appreciable increase in 
_ the American exports to Brazil, both ab- 
_ solutely and in relation to the total amount 


of Brazilian imports from all sources. The 
statistics indicate that the trade with 
Brazil in several articles, notably pianos and 
cement, practically owed its establishment 
to the influence of the preference. To 
some extent the growth of the trade with 
Brazil in the preferred articles was un- 
doubtedly due to the effect of the special 


1On Sept. 1, 1920, these preferences were ex- 
tended to goods of Belgian origin, except those 
by which Belgium is in no position to profit, and 
which, therefore, would be of no practical value 


to her. This is a significant breach in the exclu- 


NATIONS AND A BARGAINING TARIFF r 


tariff treatment of American products 
in directing the attention of American 
exporters more closely to the Brazilian 
market.! 


Tue PRINCI- 
PLE IN COMMERCIAL TREATIES 


These reciprocity agreements, which 
have thus been briefly reviewed, and 
the policy of bargaining for special fa- 
vors which they exemplified were a 
natural development from the Ameri- 
can interpretation of the most-favored- 
nation principle in commercial treaties. 
Something, therefore, should be said of 
this principle which is found in almost 
all the commercial treaties of the 
world. 

Nations are accustomed to define 
their economic relations in treaties of 
commerce and navigation. Before the 
war, there was .a network of these 
treaties? regulating and defining the 
basic conditions upon which interna- 
tional commerce depends. In all of 
them the most-favored-nation princi- 
ple appeared. Its object was to pro- 
tect the contracting nations from dis- 
criminations, and to assure to each 
party to a treaty that neither would 
put the other on a less favorable ba- 
sis in commerce by the extension of 
special concessions to any third coun- 
try. To be a favored nation does not 
mean more favored or most favored but 
equally favored with any other power, 
or it might be phrased to be an equal 
recipient of any favor granted to any 
other power. 

The most-favored-nation principle 
should not be confused with the prin- 
ciple of national treatment, which oc- 
curs with equal frequency in commer- 
cial treaties. The latter is an extension 
to the citizens of a foreign power of 


1 United States Tariff Commission, Reciprocity 
and Commercial Treaties, (1919) pp. 312, 318. 

2 Martens, Georg Friedrich von, Recueil Gén- 
éral de Traités, etc. 
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privileges assured to a state’s own na- 
 tionals,' as if, for example, the citizens 
of Great Britain were permitted to en- 
i gage in the coastwise trade of the 
* _ United States. National treatment by 
the United States means the absence of 
_ discrimination between the American 
citizen and the foreigner. In the case 
of most-favored-nation treatment, on 
the other hand, the guarantee is that 
_ there shall be no discrimination as be- 
tween favored nations, i.e., as between 
_ foreign nations. Great Britain, for ex- 
ample, agrees that French citizens and 
French goods will be treated on terms 
of perfect equality with American 
citizens and goods as to customs 
duties, regulations and other specific 
matters. 

In the course of time, two different 
forms and interpretations of the most- 
favored-nation principle have devel- 
oped, commonly known as conditional 
and unconditional. Both sought in the 
beginning equality of treatment, but 
one asked concessions for concessions, 
while the other extended privileges au- 
tomatically; the one attached a condi- 
tion to its granting of most-favored- 
nation treatment, the other extended 
to all favored nations immediately and 
without compensation any concessions 
granted to any other. It will be obvi- 
ous that either of these interpretations 
provides a practical basis for negotia- 
tions, but that the two are so far in- 
compatible as to make their presence 
in the same negotiation confusing. 
Much difficulty has arisen because of 
these divergent views held by leading 
nations. 


! Aliens’ rights are not determined by treaties 
alone. Municipal law and the comity of nations 
frequently fill up gaps left by treaties. Even if 
there be no treaty at all, citizens of two nations 
may receive equal treatment in the territory of 
the other by statute law of the country of resi- 
dence; or as regards protection of life, equality 
before the law, etc., under principles of inter- 
national law accepted in all civilized countries. 


Tur ConpiITIONAL Form oF THE Most- 
FavoRED-NATION PRINCIPLE 


The unconditional form of the clause 
had general vogue in Europe for some 
decades prior to the war of 1914-1918. 
The United States, however, refused 
to accept the unconditional form and 
construction. Our statesmen have 
contended that the clause did not re- 
quire us to grant concessions to a third 
nation unless that nation also granted 
similar or equivalent concessions in 
return. If a concession was freely 
made, it was extended to all other na- 
tions entitled to most-favored-nation 
treatment, but if it was granted in re- 
turn for a concession, it was extended 
to the most-favored-nation only in 
return for an equivalent concession. 
A typical clause embodying the Ameri- 
can policy is that of the treaty between 
the United States and Colombia, con- 
cluded in 1824, in which the parties 


engage mutually not to grant any particular 
favor to other nations, in respect to com- 
merce and navigation, which shall not 
immediately become common to the other 
party, who shall enjoy the same freely if the 
concession was freely made, or on allowing the 
same compensation if the concession was 


Both our Federal courts and our De- 
partment of State have in the past sup- 
ported the “American,” or conditional, 
interpretation of the most-favored- 
nation principle, whether or not the 
clauses of treaties contained specific 
language to that effect.' Both our 
judges and public men have taken the 
position that the most-favored-nation 
clause is not to be considered as a 
means of generalizing concessions, nor 
as an instrument of acquisition, but 
that it is to be regarded merely as a 
preventive of discriminations and a 

Bartram rs. Robertson, 122 U. S. 116 (1887); 
Whitney vs. Robertson, 124 U. S. 190 (1888); 
Moore’s Digest of International Law, Vol. 5 (Sec- 
tion on most-favored-nation clause). 
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means of promising to other nations 
the opportunity to negotiate for con- 
cessions made to third states. Mr. 
Sherman, when Secretary of State, 
said that the object sought was “pro- 
tection against the wilful preference of 


ome another.” In theory, the condi- 

tional form of the clause also offers to 
foreign nations the opportunity to give 
an equivalent in order to obtain conces- 
sions granted to a third power under a 
reciprocity agreement.' The difficulty 
in determining what is an equivalent, 
however, has practically prevented this 
phase of the conditional clause from 
being effective. In fact, the tendency 
in the United States has been to con- 
sider reciprocity agreements outside 
the scope of the most-favored-nation 
clause. Mr. Frelinghuysen, when Sec- 
retary of State, in a reply to Mexico in 
1884 entered “a courtéous denial that 
the most-favored-nation clause applies 
to reciprocity treaties.” 

Of course, concessions which are 
granted freely and without compensa- 
tion, as in the case of Section 2 of the 
Canadian Reciprocity Act of 1911, are 
generalized even under the American 
interpretation of the clause.” 

The traditional policy of the United 
States, which led us to avoid entangling 
alliances with European states, has 
thus had its effect on this phase of our 
commercial policy. We have inter- 
preted the most-favored-nation princi- 
ple in a way suited to our national 
isolation and complete freedom. His- 
torically, there is much to be said for 
the American position. It had at first 
a liberalizing influence on commercial 
relations, and was a natural accom- 
paniment of our independent position 
in international affairs. It became, 
however, the support of special bargain- 

? Moore’s Digest of International Law, Vol. 5, 
p. 260. 

* 4 Ct. of Cust. Appls. 146. 
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ing and reciprocity treaties with their 
undesirable results. 


UNCONDITIONAL Form or THE Most- 
Favorep-NaATION CLAUSE 


The European, or unconditional in- 
terpretation of the most-favored-na- 
tion clause was adopted only after a 
thorough test of each form in actual 
practice. The leading commercial 
countries of Europe moved from the 
unconditional to the conditional, and 
later back to the unconditional inter- 
pretation. Great Britain, whose prac- 
tice exhibits with greater consistency 
and with greater simplicity than that 
of any other country the possibilities of 
the unconditional most-favored-nation 
treatment, has been the leading expo- 
nent of the European form.' 

When the European nations began 
to emphasize the protective features of 
their tariffs in the seventies and eight- 
ies of the nineteenth century, they 
did not return to the conditional form 
of the most-favored-nation clause. In 
the interests of this foreign commerce 
they began to experiment with bargain- 
ing tariff systems, and found the un- 
conditional form of the most-favored- 
nation clause valuable in generalizing 
concessions and in maintaining com- 
mercial equality. They began with the 
assumption that the most that any na- 
tion should or could in the long run 
expect in commercial relations is 
equality of treatment. Constant bar- 
gaining was recognized as undesirable. 
The advantage of the unconditional 
clause was that it automatically and 
immediately generalized concessions 
made by one state to another, thus 
maintaining equality of treatment and 
making new bargains unnecessary every 
time two nations adjusted their tariff 
relations; and it guaranteed that no 
country would be placed on a less 

1 Hornbeck, Stanley K.: The Most-Favored- 
Nation Clause in Commercial Treaties. 
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_ favorable basis than another. A typical 
- unconditional clause is the following 
_ from the commercial treaty between 
Great Britain and Japan, April 3, 1911: 


The high contracting parties agree that, 
in all that concerns commerce, navigation, 
and industry, any favor, privilege, or im- 
munity which either high contracting party 
has actually granted, or may hereafter 
grant, to the ships, subjects, or citizens of 
any other State, shall be extended im- 
_ mediately and unconditionally to the ships or 
subjects of the other high contracting 


party, it being their intention that the 


commerce, navigation, and industry of 
each country shall be placed in all respects 
on the footing of the most-favored nation. 


Meruop to Make Equat- 
1ry oF TREATMENT EFFECTIVE 


Equality of treatment may be 
adopted by a nation with reference to 
citizens of foreign governments seek- 
ing to trade in its markets, but a nec- 


essary corollary is the enactment of 


legislation which will obtain in return 
equality of treatment from other na- 
tions. A nation pursuing the policy of 
equal treatment in matters of com- 
_ merce and navigation should so organ- 
ize its power as to be able to obtain for 
its citizens such equal treatment from 
other nations. In a general way this has 
been accomplished either by the conces- 
sion method or by the penalty method. 


Tur Concession IN 
PRACTICE 


The concession method of negotia- 
tion is based on the principle of the re- 
duction of duties. It has the advan- 
tage of being conciliatory. Among 
European states it has appeared in the 
form of the general and conventional 
tariff system and the maximum and min- 
imum tariff system. Of the European 
states before the war, five had single- 
schedule systems, the others had all 
adopted one or another of the multiple- 


schedule systems, mostly the general 
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and conventional but some the maxi- 
mum and minimum. 


GENERAL AND CONVENTIONAL TARIFF 
SYSTEM 


Under a general and conventional 
tariff system there is a general tariff 
enacted by the legislative body, and the 
executive branch of the government is 
empowered to negotiate treaties or 
conventions with other nations, offer- 
ing reductions from the rates in the 
general schedule in return for recipro- 
cal concessions. This conventional or 
treaty tariff, embodied in one or more 
treaties, was almost always generalized 
to all most-favored nations. There 
was thereby established for a definite 
period specified in the treaties a lower 
or, as it was called, a conventional 
tariff. In effect, therefore, the general 
tariff was for the purpose of penalizing 
a nation offering unfair and unequal 
treatment and the treaty rates repre- 
sented the normal tariff policy of the 
nation. 

The German tariff act of 1902 is the 
most typical of the general and con- 
ventional tariffs. With the exception 
of a few agricultural products on which 
the legislature fixed minimum rates, 
the effective rates were determined in 
the negotiation of a series of commer- 
cial treaties which became effective 
March 1, 1906. 


Tue Tarirr 
SysTEMS 


A “maximum-and-minimum”’ tariff 
system involves the establishing, by 
legislation, of two complete schedules, 
one containing maximum and the other 
minimum rates for every article in the 
tariff list. The rates of both schedules 
may be identical for some items. The 
application of the rates, one set or the 
other, to given commodities of indi- 
vidual countries or groups of countries 


is left to be a sometimes by 
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- separate legislation, sometimes by 
executive action, sometimes by the 


operation of treaty pledges. 


France, having earlier employed the 
 general-and-conventional system, aban- 
doned that system in 1892 in favor of 
_ the maximum-and-minimum, and the 
rench system has in practice since 
been the leading example of the latter. 
In the tariff law of 1892 the legislature 
established two complete sets of duties, 
the rates in the two schedules differing 
by about 25 per cent. The higher, or 
maximum, rates were to constitute the 
general or ordinary tariff. The mini- 
mum rates were to be applied to goods, 
the produce of countries where French 
goods enjoyed equivalent concessions 
and were admitted at the lowest rates 
of duty. The government was em- 
powered to prolong the expiring com- 
mercial treaties, except in so far as 
they involved fixed rates of duty, and 
to apply the minimum rates to the 
wares of countries which should prom- 
ise most-favored-nation treatment to 
France. Later legislation has author- 
ized negotiations involving reductions 
from the maximum without according 
the minimum rates. Agreements so 
negotiated must be submitted to the 
legislature for ratification or rejection. 

A distinct advantage of the maxi- 
mum-and-minimum tariff system lies 
in the fact that, whether the rates of 
the maximum or those of the minimum 
tariff be applied, there remains with 
the legislature or with the executive— 
subject to restrictions prescribed by 
the legislature—freedom to alter the 
individual rates within the schedules. 
Thus, not only is tariff autonomy 
retained, but the regulation of conces- 
sions is kept well within the control of 
the legislative authority. 


*See report of French Tariff Commission of 
1891; also N. I. Stone, “The Double-Tariff 
System,” The Annals of the American Academy, 
Vol. 29, p. 478. 
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Tue Penatty Meruop 1n Practice 


The penalty method of bargaining, 
the purpose of which is similar to that 
of the European systems, is illustrated 
by the maximum and minimum pro- 
vision of our tariff act of 1909 (Section 
2). The purpose of this penalty pro- 
vision was to obtain the removal of 
discrimination against American inter- 
ests in foreign markets. It was based 
on the principle that every country 
granting to our products the same 
treatment which it granted to similar 
products imported from other countries 
is entitled to equal treatment in our 
markets. Special concessions were not 
to be offered or sought, and no penalty 
was imposed upon foreign countries 
which levied higher rates on our man- 
ufactures than we did upon their raw 
materials. The regular tariff rates 
were made to constitute the “mini- 
mum tariff” of the United States. The 
“maximum tariff’’ consisted of these 
rates, plus 25 per cent ad valorem 
in addition. The President was then 
authorized to extend by proclamation 
the privilege of the minimum tariff to 
those countries which were found nf 
impose no discriminations on the Uni- 
ted States or its products. An patient 
gation at the time disclosed a number | 
of cases of unequal treatment of Amer- 
ican products in foreign markets, and 
negotiations were instituted to remove _ 
them. More favorable treatment was | 
obtained for the commerce of the _ 
United States in the markets of Ger- _ 
many, France, Portugal, Austria-Hun- . 
gary, Brazil, Canada and other coun- — 
tries. Particular effort was made to _ 
eliminate discriminations against Amer- 
ican cottonseed oil. Some of these 
discriminations were removed; but in 
other cases, conspicuously Austria, 
promises were made which were not 
redeemed. 
Although sound in principle, the bar- 
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1909 was not sufficiently flexible to 
reach all cases of objectionable dis- 
crimination. This situation was 
brought to the attention of Congress 
by the Secretary of State, Philander C. 
Knox, in 1911, but no action resulted. 
Mr. Knox pointed out that discrimina- 
tions continued against American prod- 
ucts, among the most objectionable 
being those against that distinctively 
American product, cottonseed oil. 
Italy, Austria-Hungary, Bulgaria, and 
Portugal in particular, continued to 
discriminate against this product, or 
even to prohibit its importation, with 
the resulting advantage to other edible 
oils. 


Our IncrEAsING INTEREST IN A Bar- 
GAINING TARIFF 


The experiences of the United States 
with commercial bargaining have been 
instructive, but our policy has been un- 
settled. In so far as these experiences 
indicated a general policy, they were, 
prior to 1909, based on the principle of 
special and exclusive agreements. In 
that year the Republican Party aban- 
doned the policy of special bargaining, 
and adopted the policy of imposing 
_ penalties against any country which 
discriminated against American citi- 
zens. This bargaining method was in 
abandoned in the tariff act of 1913, 
now in force, which merely contains a 
_ general provision (Sec. 4 A) authoriz- 
_ ing the President to negotiate general 
trade agreements, and providing that 
before these become effective, they 
must be ratified by Congress.' 


1 In 1916 Congress enacted another provision 
—provoked by the restrictive measures of bellig- 
erent nations—which provides for retaliation 
_ against prohibitions of American imports into 
foreign countries. It reads as follows: 

“That whenever any country, dependency, or 
colony shall prohibit the importation of any 
article the product of the soil or industry of the 
United States and not injurious to health or 
morals, the President shall have power to pro- 
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The absence of a permanent bargain- 
ing policy in the United States is not 
difficult to understand. Our economic 
position has been strong. Our exports 
have consisted largely of food and raw 
materials, and have been readily ab- 
sorbed by foreign markets without 
special effort on our part. Under such 
circumstances, the tariff barriers of 
other nations have seemed to us of 
relatively little importance. We have 
clung to the single-tariff system, with 
only occasional attempts to give it 
flexibility. Tariff makers have been 
concerned chiefly with our domestic 
needs for revenue, and for industrial 
development. Here and there we have 
been led by special conditions into 
agreements, or we have adopted bar- 
gaining measures as an afterthought, 
so to speak. On the whole, our tariff 
policy has been in keeping with our 
traditional position of isolation. 

In the United States, with its vast 
resources and varied, complex life, the 
fiscal and industrial aspects of the tariff 
will continue to be important, but our 
rising influence in overseas trade, 
particularly in highly competitive man- 
ufactured articles, makes essential the 
adoption of an effective bargaining 
provision as an integral part of our 
tariff laws. Recent radical changes in 
our economic position have tended to 
emphasize the need of a permanent 
policy in this respect. A tendency is 
appearing in the commercial policy of 
other nations to increase discrimina- 
tions in trade. They are appearing 
not only in tariffs but also in more 
direct forms, such as embargoes and 
prohibitions. Our national duty is to 
protect our citizens from discrimina- 


hibit, during the period such prohibition is in 
force, the importation into the United States of 
similar articles, or in case the United States does 
not import similar articles from that country, 
then other articles, the products of such country, 
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tions and unfair treatment when they 
pursue their legitimate business in 
foreign countries and we can not ac- 
complish this unless we organize our 
economic power in such a way as to be 
able, when necessary, to compel equal- 
ity of treatment. Speaking of the 
general policy which the United States 
should pursue, the Tariff Commission 
said, in its recent report on Reciprocity 

and Commercial Treaties’: 

A great gain would be secured, now that 
the United States is committed to wide 
participation in world politics, if a clear and 
simple policy could be adopted and followed. 
The guiding principle might well be that of 
equality of treatment—a principle in ac- 
cord with American ideals of the past and 
of the present. Equality of treatment 
should mean that the United States treat 
all countries on the same terms, and in turn 
require equal treatment from every other 
country. So far as concerns general in- 
dustrial policy and general tariff legislation, 
each country—the United States as well 
as others—should be left free to enact such 
measures as it deems expedient for its own 
welfare. But the measures adopted, what- 
ever they be, should be carried out with the 
same terms and the same treatment for all 
nations. 


Form Wuicu PenaLtty Metruop Micut 
TAKE IN THE UNITED STATES 


We are now in a position to speak in 
greater detail of the principles on 
which bargaining legislation should be 
grounded. We begin with the general 
purpose of offering equality of treat- 
ment, in the form of a minimum sched- 
ule, to all who grant like treatment to 
the United States and its products, and 
of penalizing with a maximum tariff 
those countries which refuse us equality 
of treatment. 

In order to obtain the desired 
flexibility, Congress should define in 

1 Page 10. Some exceptions to the equality- 
of-treatment principle may be allowed. Cf. 


W. S. Culbertson, Commercial Policy in War 
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general terms the kind and degree of 
unequal treatment which is to be 
penalized, but should leave to the 
President the application of the law to 
particular cases. The mere possibility 
of the imposition of maximum or 
penalty duties will tend to secure 
equality of treatment for the United 
States and its products without formal 
action. When agreements, within the 
provisions of the law are entered into, 
however, neither the ratification ofthe 
Senate nor the approval of Congress 
should be required. The law should 
be sufficiently all-inclusive to enable 
the President to penalize not merely 
open discriminations, but also dis- 
criminations more or less concealed in 
customs regulations, transportation 
rates, sanitary provisions, and even in 
classification where the effect is to place 
a distinctively American product at a 
serious disadvantage in competition 
with substitutes. 

Congress should specify the upper 
limit of the penalty duties, and it may 
wish to enumerate the articles or com- 
modities on which these duties may be 
imposed. In case the latter is done a 
variety of products should be named, 
selected with the view of inflicting in 
operation the maximum penalty on 
foreign countries discriminating against 
us, and the minimum injury on 
the American consumer. Accordingly, 
these products in the maximum tariff 
should be chosen from those which are 
imported in substantial amounts from 
more than one source, in order that the 
imposition of the additional duties on 
imports from any one country shall re- 
sult in a diversion of that trade to an- 
other country, without great incon- 
venience to importers and consumers in 
the United States. 

An imported commodity which is 
also produced in large amounts in this 
country, and the production of which 


could be increased, would be suitable 
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for the list, even though it was im- 
ported from a single country. An ex- 
ample of a commodity which should 
not be included in the list is jute. 
India is the only source of jute, and the 
imposition of a maximum duty on its 
importation would not seriously affect 
the producers in India, but would fall 
entirely upon the American consumer. 
Congress, having power to specify 
the maximum penalty duty and, if it 
be thought necessary, to enumerate 
the articles, should permit the Presi- 
dent a free hand in administering the 
law within these limits. The necessary 
flexibility can not be obtained unless 
the President has power to proclaim, 
at his discretion and without further 
action by Congress, as circumstances 
may require, the maximum tariff on 
any or all of the articles in the tariff, 
or to impose any additional duty less 
than the full maximum penalty author- 
ized in the law. Many discriminations 
can not be reached at all unless, in the 
administration of the bargaining tariff, 
the penalty can be fitted to the offense. 
Penalty duties may be used with 
the single tariff system. Congress may 
enact a law providing that the free list 
and the dutiable list of the tariff act 
shall constitute the minimum tariff of 
the United States, and that they shall 
be applicable to the products of all 
countries, except in those cases in which 
the President shall ascertain as a fact 
that any country or subdivision there- 
of, whether by law or administrative 
action, enforces tariff rates, provi- 
sions, regulations, or other exactions 
unfavorable to American commerce, 
which are not equally applicable to 
the commerce of all other countries. 
In ascertaining the facts, the President 
may be authorized to use, in addition 
to the services of the State Depart- 
ment, the services of the United States 
Tariff Commission. The™law then 
may — the principles which have 
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been already discussed—the enumera- 
tion of the articles in the maximum 
tariff (if thought necessary), the fixing 
of the maximum duties, the giving afree 
hand to the President in determining 
within the limits of the law the articles 
to be penalized, the amount of the duty 
in each particular case, and the author- 
ity to apply or withdraw the penalty du- 
ties as the circumstances may require. 


WHERE THE PENALTY METHOD 
Is INEFFECTIVE 


Penalty duties are effective in pre- 
venting many discriminations and 
have the advantage of simplicity, but 
there are at least two classes of im- 
portant discriminations which they 
reach with great difficulty, if at all. 

The first class is illustrated by the 
intermediate tariffs of Canada and 
Australia. The paragraph on iron and 
steel in the new Australian tariff of 
1920 showing the British preferential 
tariff, intermediate tariff' and the gen- 
eral tariff is shown on page 171. 


1 The following reference to the Australian 
intermediate tariff is taken from a dispatch to 
the Christian Science Monitor (Boston) of Mon- 
day, May 17, 1920, from Melbourne: 

Referring to reciprocity with countries other 
than the United Kingdom and dominions, the 
Minister said that the intermediate tariff rates— 
that was the rates between the British preference 
and the ordinary tariff rates—would be extended 
where desirable but to no other country could 
the Empire or United Kingdom rates be granted. 

An important and significant exception to the 
policy of the intermediate rate or even of the 
special dominion rate was described by the 
Minister in the following terms: 

“There is one important limitation upon the 
powers of the Minister with regard to negotiation 
with other countries. It is this: The Minister 
is precluded from entering any negotiations 
which will lead to a reciprocal tariff if he is 
satisfied that the economic conditions of any 
such dominion or other country are substantially 
lower than those prevailing in Australia. Im- 
portations from such dominions or other coun- 
tries would, therefore, fall automatically under 
the general tariff schedule, and remain there 
until such time as their economic conditions 


assimilate more closely to our own.” 
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PARAGRAPH ON IRON AND STEEL IN THE AUSTRALIAN TARIFF OF 1920 

— 

Tariff 


136. Iron and Steel— je 
mn (A) Pig Iron—per ton 20s. 30s. 40s. ‘ 

dn (B) Ingots, Blooms, Slabs, Billets, 

Puddled Bars and Loops, or like 

than Iron or Steel Bars, but more 
advanced than Pig Iron (except 


ss castings)—per ton 32s. 52s. 65s. 
(©) Bar, Rod, Angle, Tee; Bars of 
on fancy pattern in the state in which 
they leave the rollers—per ton 44s. 65s. 80s. 
(1) up to and including one- yi 
sixteenth of an inch in thick- Tihs 
7 ss ness—ad val Free 5 per cent 10 per cent 
_ Andon and after 1st January, 
1922—per ton 65s. 82s. 6d. 100s. 
(2) exceeding one-sixteenth of an 
inch in thickness—ad val Free 5 per cent | 10 per cent 
And on and after Ist Janu- 
ary, 1921—per ton 48s. 68s. 85s. 
ode (E) Wire—per ton 522. 72s. 6d. 90s. 
(F) Hoop—ad val Free 5 per cent | 10 per cent 
ss And on and after Ist Janu- ras. 
ary, 1921—per ton 70s. 90s. 95s. 


Canada also has an intermediate in-Council’”’ and was used for the 
tariff, which has been in effect since purpose of negotiating commercial ar- 
1907. In 1909,we asked that she grant rangements. Her statesmen added that 


é 


American goods the rates in her inter- if the United States were willing to s- 
mediate tariff which had been granted offer concessions, we might have the 
to France and other European coun- benefits of the intermediate rates. a 


tries. Upon her refusal we threatened A few insignificant concessions were 
to apply the maximum or penalty made to the United States by Canada, 
rates of the 1909 tariff act to Canadian to prevent a trade war, but our failure 
goods. Canada’s answer was that we to get the full benefits of the lower 
had always refused to generalize conces-__ rates in the intermediate tariff demon- 
sions under the most-favored-nation strated that penalty duties could not 
clause and had granted concessions — be used to obtain lower rates embodied 
only in return for concessions; that her in a schedule established for the pur- 
intermediate tariff was to be extended _ pose of negotiation with other nations 
from time to time “in consideration of for concessions. 

benefits satisfactory to the Governor- A nation with a single tariff, such as 
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ours, is necessarily at a disadvantage 
in bargaining with countries with inter- 
mediate and minimum tariffs. Some 
nations grant their minimum rates to 
all most-favored nations uncondition- 
ally and automatically. But in a num- 
ber of cases we have not received the 
full benefit of minimum schedules and 
Canada, as has been pointed out, has 
insisted in applying to her dealings 
with us our own interpretation of the 
most-favored-nation clause and has re- 
fused concessions except in return for 
concessions. The lowering of the du- 
ties in a general or maximum tariff, 
which represents ostensibly at least 
the settled policy of a country, always 
makes an appeal, and as long as we 
are not in a position to offer reduc- 
tions in our tariff schedules, we are 
not likely to benefit fully, at least, 
from intermediate and minimum 
schedules fixed for the purpose of 
bargaining. 

Penalty duties, in the second place, 
do not prevent effectively discrimina- 
tions concealed in regulations and clas- 
sifications. There has been a marked 
tendency, particularly in European 
tariffs, to increase the number of clas- 
sifications within the different indus- 
trial groups, primarily in order to ap- 
ply specific duties more accurately, 
but sometimes with the purpose and 
frequently with the result that when a 
concession is made to one country, the 
benefit to other countries entitled to 
the concession under the most-fa- 
vored-nation clause is reduced to a 
minimum. 

It is clear that if classification is 
carried far enough, third nations will 
benefit very little from their rights 
under most-favored-nation clauses. 
The general, or higher, tariff rates, 
therefore, may remain in effect on 
peculiarly American products, simply 
because we have not been in a position 
to negotiate for the minimum rates. 
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Penalty duties are of little help in this 
situation, although Secretary Knox 
was able to obtain a few concessions 
by the use of the maximum and mini- 
mum provisions of the tariff act of 
1909. Generally speaking, the result 
will be that we shall receive most- 
favored-nation treatment, but, as a 
matter of fact, peculiarly American 
products will bear relatively a much 
higher duty than the goods of those 
countries which were able to negotiate 
for concessions.' 

Discriminations may also be found 
in regulations. From 1883 to 1891 
Germany prohibited the importation 
of American hogs, pork and sausages. 
The official ground assigned for this 
action was sanitary but the measure 
was, in fact, for the protection of Ger- 
man agrarian interests. 


Form Wuicu THE CONCESSION 
Mernop Micur Take 1x | 4 


Ley 
THE STATES 


At least the first of these disadvan- 
tages of the penalty method is avoided 
by the concession method. Congress 
might fix the rates of the tariff in the 
next revision at a level which would 
permit a reduction of 20 per cent 
thereof without injury to any Ameri- 
can interest, and at the same time au- 
thorize the President to reduce the 
tariff on any article in any amount up 
to 20 per cent of the duty in the gen- 
eral schedule (or to place certain speci- 
fied articles on the free list) in return 
for the lowest rates granted to any 
other nation. The law should state 
specifically that special and exclusive 
concessions were not to be asked from 
foreign powers and that all conces- 
sions in the American tariff granted to 


17.e., even though the foreign country had no 
discrimination in mind. Of course, a bargain- 
ing tariff would hardly deter a foreign country 
which had adopted a policy of protection for 
typical American products. 
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any one country should be granted im- Drirr Towarp SpectaL BARGAINING 


- mediately and automatically to all AND DISCRIMINATIONS 
other countries granting us their low- At atime when a policy of equality of 
rates." 


treatment seems particularly desirable, 
not only for the United States but also 
for all nations, a policy of discrimina- 
tion and special bargaining of the harsh- 
est character is being advocated and 
applied by foreign nations. Indeed, it 
is not absent from the United States. 
It has appeared in the sections of the 
Merchant Marine Act providing for 
special export and import railroad rates 
on goods shipped in American bottoms, 
for an American monopoly of Philip- 
pine shipping, and for discriminatory 
customs duties on goods imported in 
It is obvious how this _ Provision American ships. Even a return to the 
_ might be used to obtain the intermedi- practices of the tariff acts 
ate or minimum rates of foreign tariffs. of 1890 and 1897 is suggested.’ 
It might also be adapted to prevent 
with greater effectiveness discrimina- 
tions concealed in regulations and clas- 
_ sifications. To make this possible, 


This prov ision, it should be noted, 


tariff act of 1897 (the Kasson Treaty 

- gection) in three respects: (1) No rati- 

_ fication by the Senate of trade agree- 
- ments entered into thereunder would 
be necessary. (2) No special or ex- 
elusive concessions would be sought, 
eer - only equality of treatment. (3) 
se The concessions made in the United 
States tariff would be generalized to 
all countries granting us their lowest 
tariff. 


The policy of discrimination and ex- 
clusion expressed itself in its extreme 
form in the Teuton program for Mit- 


; tel Europa, and in its counterpart 
however, the President would have to among the Allies, the Resolutions of 


___ be given discretionary power to with- the Paris Economic Conference of 
Pat - our minimum tariff rates from any June, 1916. These measures on the 


part of the Allies were undoubtedly 
justified for strategic reasons, but they 
have no place in a program for harmony 
and good will among nations. Unfor- 


insisted on keeping in force 
concealed discriminations against the 


tariff rates does not constitute a 
discrimination. Suppose, however, a yy recently said (Congressional 
Record, . 21, 1920, p. 21): 
nation has a general and conventional If discrimination in favor of the debtor nations 
tariff and no conventional rates are js to be a feature of our future tariff policy, there 
fixed on products in which the United __ is one way to my mind by which it can be effect- 
constitute at least a prima facie case 4g policy, but to my mind they are by no means 
_ of intent to discriminate and warrant insurmountable. I can conceive that it might be 
_ the withholding of reductions in du- of 
a . y or Belgium and not greatly to our detri- 
Po a! tes “ products imported from that ment to permit them certain advantages over 
‘Ration. other countries in the shipment of certain kinds 
1 Cf. Section 644 of the Tariff Act of October of goods into our market, in return for which it 
—- 8, 1918. might be greatly to our benefit and not greatly 
«2 Cf. the act passed by the Congress of the to their detriment to receive in return certain 
eae - United States to cause the removal of discrimi- advantages to American goods in their markets. 
pi ob nations by Germany against American meats. Under such a policy we would not be giving some- 
= U. S. Tariff Ey Reciprocity and Com- thing for nothing. Such arrangements would be 


_ mercial Treaties, p and ought to be to our mutual advantage. 
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tunately, therefore, when the Allied 
and Associated Powers sat down at 
Paris to negotiate the final treaty of 
peace, these doctrines of revenge, pun- 
ishment, exclusion and trade war were 
a guiding influence in the construction 
of the treaty, particularly in the con- 
struction of its economic clauses. 

The same spirit of exclusion and nar- 
row commercialism which ruled at 
Paris is still menacing the world with 
the possibility of trade wars. Attempts 
are being made to justify special dis- 
criminatory arrangements, upon the 
ground that only by such means can na- 
tions economically weak maintain them- 
selves in competition with the stronger. 

Certain countries, it is urged by 
some, should be permitted to enter into 
special arrangements with other na- 
tions and not be required to generalize 
their concessions. It may be desirable 
for political reasons to tolerate an 
exception to the general rule of equal 
treatment in order to enable a country 
to recover from the war. A general 
principle recognizing special bargain- 
ing would in the long run not help, 
but would injure nations economically 
weak. Ifsucha principle be conceded 
to weak nations, it must be allowed also 
to the strong, and it is inevitable that 
the former would be worsted in any 
international test of power with the 
latter. 

Special bargaining might work to the 
advantage of the weak nation if the 
strong refrained from exerting its 
power, but in international dealings 
that is not likely to occur. Weak 
nations, if they champion a régime 
of special bargaining, are only forging 
weapons for their own disadvantage. 
On the other hand, the principle of 
equality of treatment gives to the 
economically strong nations only the 
advantages which are theirs by reason 
of their strength. At the same time it 
affords the economically weak nations 
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a degree of protection, which they can 
not have under the harsh procedure of a 
system of special dealings. The best 
thing in the long run for any nation 
(and all that any is entitled to in in- 
ternational affairs) is a fair, equal 
chance. Weak nations should count 
themselves happy to have this guar- 
anteed. The United States, it is true, 
would have, because of its economic 
power, some advantages in the free, 
open and equal competition which 
would take place under a system of un- 
conditional most-favored-nation treat- 
ment among nations, but it could ob- 
tain much greater advantage if it chose 
to use its power to exert pressure and 
exact special concessions. 


Our Po.uicy 


An effective bargaining tariff in the 
United States is necessary to protect 
American interests from the discrimi- 
nations which today threaten our in- 
terests abroad. The adoption of a 
definite policy by the United States 
today would unquestionably have a 
very wholesome, restraining effect upon 
objectionable tendencies in the com- 
mercial policies of other nations. The 
first step in the framing of such a policy 
would be to eliminate from our own 
practice unequal treatment wherever 
it exists. In the next place, it would 
be a great gain if we should set forth 
equality of treatment as the basic 
principle which is to guide us in the 
application of our commercial policy, 
and then to organize our tariff in such a 
way as to penalize other nations which 
refuse to grant to American interests 
equality of treatment in their markets. 
Furthermore, the need is great today 
for an agreement among the nations 
upon a model clause in commercial 
treaties guaranteeing equality of treat- 
ment. The old controversy over the 
conditional and unconditional most- 
favored-nation clause should be 
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oe avoided. It should be recognized that 
the object of both forms of the clause 
is to establish equal trentayat among 


ties, regardless of the traditional forms 
and interpretations which the clause 
may have had in the past. 

The limits of a bargaining tariff can 
not now be set. In the past they have 
not applied to tariff relations within 
empires. Whether our bargaining tar- 
iff policy, however, should extend to 
include the preferential schedules of 
the self-governing dominions of the 
_ British Empire is a question which 
can not be considered closed. These 
dominions are today, for all practical 
purposes, nations; and having assumed 


the rights of nations, it seems that they 
- should be willing also to assume the 
corresponding obligations. 

a A further question is raised by the 


_--- Post-War Tariff Changes and Tendencies 


By BensgaMin B. WALLACE 
Washington, D. C. 


generalization may be made 

that practically all countries 
either have increased their tariff rates 
since the war or are taking more or less 
definite steps in that direction. The 
statement holds even for a number of 
the countries whose rates are limited by 
treaties. The recent treaty between 
the United States and Siam is a first 
step toward the relaxation or removal 
of the restrictions which now limit 
Siamese import duties to 3 per cent 
ad valorem. Egypt is asking Great 
Britain to obtain for her a like tariff 
autonomy. China’s tariff is limited in 
principle to 5 per cent ad valorem, but 
the rates enforced are “equivalent” 
specific rates, which have been revised 
only at long intervals, and which, in 
1918, actually yielded _ 2.6 per cent 
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preferential export taxes recently 
adopted in British West Africa and 
India. In the case of India, for ex- 
ample, an export tax of 15 per cent was 
imposed on hides and skins exported 
from India and two-thirds of this duty 
is remitted when exports are made with 
the guarantee that the hides and skins 
are to be tanned in the British Empire. 
Should we in such a case impose addi- 
tional or penalty duties on leather and 
leather goods imported from any part of 
the British Empire which benefits from 
this special export concession? These 
are large problems and, since they are 
not such as have been disposed of under 
general policies of bargaining in the 
past, it is better to consider them as 
subjects for general negotiation. Nev- 
ertheless, they press for solution and 
those who wish to avoid trade wars and 
national conflict will do well to give 
them early consideration. 


ad! 


of the value of the imports. During 
that and the following year new rates 
“to restore an effective 5 per cent” 
were worked out on the basis of the 
prices of 1912-1916, and the new sched- 
ule went into effect in September, 1919. 
Most recently the powers have agreed 
to a temporary surtax of 10 per cent of 
the duties to provide funds for famine 
relief, and the press has announced that 
this will go into operation January 16, 
1921. By the peace treaties, Germany 
and Austria were put temporarily 
among the countries which might not 
increase their pre-war tariff rates.’ 


1Imports from the Allied and Associated 
Powers were to pay for six months the lowest 
rates payable on similar articles on July 31, 1914. 
Upon vegetable products the restriction extends 
to an additional thirty months. (Treaty with 
Germany, Art. 269.) 
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They were permitted, however, to re- 
quire payment in gold; and payments 
in paper are now accepted in Germany 
at 10 times, and in Austria at 33} times 
the gold rate. 

Exceptions to the generalization that 
recent tariff changes are upwards are 
found in certain of the belligerent 
countries which pushed their revenue 
rates very high during the war and 
have since lowered or only maintained 
them. The removal of the Canadian 
war surtaxes and reductions on farm 
machinery may be cited. The repeal 
of duties upon the raw materials of a 
new or expanding industry is a part of 
protectionist policy which has been 
recently illustrated in Japan, Australia 
and the Union of South Africa. War 
prices led in some instances to the sus- 
pension of duties on foodstuffs and 
these suspensions have been largely 
continued, while the needs of recon- 
struction in Europe have led to re- 
movals of duties from machinery and 
building materials. On the other hand, 
the fall in prices in the latter half of 
1920 led to the lowering of export 
duties on rubber, hides, wool and other 
products upon which unusually high 
duties had been levied during the pe- 
riod of high profits. In a few cases 
vety high duties have been reduced, 
e.g., France reduced the rate on auto- 
mobiles from 70 to 45 per cent, and 
Ceylon, from 100 to 7} per cent. 
While a complete enumeration of the 
tariff reductions of the last two years 
would fill pages, they are few com- 
pared to the increases, although rela- 
tively few countries have made an ap- 
proach to a general revision of their 
tariffs—changes have perhaps been 
most extensive in France, Belgium, 
Spain, Portugal, Argentina, Brazil, 
Mexico and Peru. The Europeanstates 
named, however, consider the changes 
already made merely tentative. Ar- 


gentina’s revision consisted in revising 
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the official valuations, which had re- 
mained unchanged since 1906. Canada, 
Japan, New Zealand, Spain and Italy 
have revisions in process. The gov- 
ernments of Chile and Switzerland 
have proposed revisions. Anti-dump- 
ing legislation and provision for key 
industries remain on the government’s 
program in Great Britain. The tran- 
sition period since the war has been 
too short and unsettled for statesmen 
and nations to determine upon large 
changes of policy. Trade in Europe is 
still, to a considerable extent, under 
direct government control. With the 
possible exception of Great Britain and 
her dependent colonies, no revolutions 
in policy have been made or seem im- 
minent. While no other change ap- 
pears likely in regard tofree trade, other 
features of tariff policy may soon be re- 
vised on a large scale. Europe is today 
almost without commercial treaties, 
and it is too soon to predict what 
policies will be adopted in regard to 
most-favored-nation treatment, the use 
of maximum, minimum and interme- 
diate schedules, and similar points. 
The Italian Government has expressed 
a preference for an autonomous tariff; 
i.e., a two-column tariff whose lower 
rates may be accorded by treaty en 
bloc, but which remain alterable by the 
legislature. 

It would be nearly as tedious as dif- 
ficult to enumerate the increases of 
tariff rates recently made. A few iso- 
lated points may be mentioned before 
considering recent changes in France 
and the British Empire. Japan has 
levied 35 per cent ad valorem upon 
dyes and drugs. In Italy, which lacks 
both coal and iron, the tariff dispute 
centers around the demand of the iron 
industry for high protection. From 
Italy and Portugal to Norway there 
has been a general movement to re- 
strict the importation of luxuries, either 
by prohibitions or by high duties. 
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French wines and other producis have 


tension in Franco-Swiss and Franco- 
Spanish relations. A feature of Ger- 
man tariff policy has been the use of 
export duties to force the prices of ex- 
ported articles above the prices for 


are less extensively used now than they 
were some months ago. Their special 
purpose was to compensate for the lag 
between the fall in the international 
value of the mark and the rise of Ger- 


prevent, while the mark was rapidly 
falling, the sale abroad of finished prod- 
ucts for a smaller sum, as expressed 
in foreign currencies, than the raw ma- 


the revenue, assisted the exchange 
rates, and tended to conserve supplies 
of needed commodities and to prevent 
the exportation of capital. 


Some months after the Armistice, 
the total prohibition of all imports into 
France, except as licensed and except 
from the French Colonies, was enacted 
as law. When the prohibitions were extended consideration. 
largely removed, after a short experi- 
ment with ad valorem surtaxes, in 
July, 1919, “‘co-efficients of increase’ 


(which have been copied in Belgium) 
ranged at first from 1.1 to 3; but for 
luxuries, upon the repeal of the later 
prohibition upon their importation, 
co-efficients as high as 7.1 are now 
used. By multiplying the old specific 


minimum and general tariff rates. 
The original set of co-efficients covered 
all the schedules except animals, ani- 
mal products, vegetable products and the war. 
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crude minerals, but included wool and 
been hard hit and there is considerable slate. The co-efficients are freely re- 
vised by decrees which appear at short 
intervals and nearly all the changes are 
increases. France has also participated 
in the movement to restrict the impor- 
tation of luxuries, and from April to 
domestic consumption. These duties July, 1920, about 175 articles were on 
the prohibited list, and some 20 arti- 
cles remain under the ban. 
hibition of luxuries met with especial 
opposition from a large number of 
manufacturers and merchants whocater 
man prices. They were intended to to the tastes of wealthy visitors and 
who maintain some of the most char- 
acteristic lines of French exports. On 
the whole, it does not appear that the 
French have made excessive increases 
terial had cost. They also increased in their import duties. With the bal- 
ance of trade heavily against them! 
and under severe pressure, both to 
raise revenue and to restrict imports, 
their increase in the tariff rates have 
not kept pace on the average with the 


The pro- 


PROTECTION AND IMPERIAL PREFER- 
ENCE IN THE BritisH 


The British Empire demands more 
In recent 
decades the Empire has been sharply 
divided on tariff policy; Great Britain, _ 
India and the Crown Colonies — 

were introduced. These co-efficients held to free trade, while Canada, Aus- 
tralia, New Zealand and South eed 
adopted, and from time to time have 
extended, systems of protection. Fur-— 
ther, these Dominions grant to Great | 
Britain (and to some extent to other — 
parts of the Empire) preferential tariff 
rates by these co-efficients, new rates rates. The war has strengthened 
are easily formed, which for any de- 
sired part of a schedule maintain the 
previous relations between the rates on 


1 The provisional figures (based upon 1019, 
values) show that in January-July, 1920, France 

. imported 21,760,000,000 francs’ worth of goods, — 
different articles and between the but exported only 12,600,000,000 francs’ worth. 
In August and September the figures were: Im- — 
ports, 5,428,000,000 francs; Exports, 4,551,000,- 
000 francs—an excess of imports not much © 
greater than that which was customary, before 
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Ae rather than shaken the adherence of 
_ the Dominions—now recognized as 
- nations—to the protective policy, and 
has given a new prominence to the 
_ question whether the rest of the Em- 
pire should maintain its free-trade and 
non-preferential policv. 

The British self-governing Domin- 
ions show no prospect of any substan- 
tial lowering of their protective barri- 
ers, even in respect to imports from 
the mother country. There is, how- 
ever, in the prairie provinces of Canada, 
and to a lesser extent in Australia, a 
widespread demand for lower duties. 

_ This demand in Canada led, in 1919, to 
_ the repeal of the war tax of 5 per cent 
ad valorem on merchandise admitted 
under the preferential tariff, and to 
some other concessions to the farmers, 
and, in 1920, to the repeal of the 74 per 
cent war tax on non-preferential mer- 
_ chandise. But the present cabinet 
_ stands firmly for an upward revision of 
the tariff; the commissioners who spent 
months in travel throughout the coun- 
try heard chiefly demands for in- 
creased protection; and Canadian his- 
tory makes it certain that the United 
States can not long impose duties on 
Canadian farm products and increased 
rates on Canadian manufactures (which 
seems to be the prospective Repub- 
lican policy) without finding its own 
products subject to higher rates at the 
Canadian border. It is obvious to any 
Canadian protectionist that if the large- 
scale industries of the United States 
need further protection, much greater 
is the need of Canadian enterprises. 

In South Africa there has been some 
lowering of revenue duties on articles 
not produced in the country, and some 
additions of raw materials to the free 
list. But a strongly nationalist (partly 
anti-British) feeling in South Africa, 
combined with the advance in indus- 
try, makes an extension of protection 
most probable, and an extension of the 
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principle of imperial preference rather 
improbable. Australia, alone of the 
British Dominions, has thoroughly re- 
vised its tariff since the war. The new 
rates, which went into force provi- — 
sionally in March, 1920, have extended 
the range and raised the rates even of 
the preferential schedule but have 
increased also the surtaxes upon non- 
preferential’ goods. Ninety manufac- 
tured articles are made dutiable for 
the first time. The object is not only 
to protect industries which arose dur- 
ing the war, but also to promise pro- 
tection to some which it is expected 
will be established shortly. For this 
purpose “deferred duties” are pro- 
vided—to go into effect at prescribed 
future dates unless the Minister of 
Commerce decides that the industries 
are not yet on a producing basis. The 
avowed aim is to make Australia self- 
sufficient and independent of long lines 
of communications, insofar as her raw 
materials provide the basis for self- 
sufficiency. 

In India, both educated and unedu- 
cated, native and Anglo-Indian opinion 
is strongly in favor of protection, and 
has been increasingly insistent for 
many years upon the adoption of this 
policy. During the war a beginning 
was made in raising the rate on cotton 
textiles (the most important product of 
local factories, as well as the largest 
single article of import) from 34 to 
7} per cent ad valorem, without any 
corresponding change in the excise 
duty; and since the war an export duty 
has been imposed upon raw hides and 
skins, while the tanned product re- 
mains free. Both duties are frank con- 
cessions to protectionist sentiment. 
Meanwhile, the establishment of self- 


1 For a discussion of the intermediate rates of 
the Australian tariff, see Dr. Wm. S. Culbertson’s 
article upon “Equality of Treatment Among Na- 
tions and a Bargaining Tariff,” page 160 in this 
volume. 
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government is the avowed objective of 
British rule in India, and a long step in 
that direction is represented by the 
constitution of 1919, which is now being 
put into operation. Under the rather 
vague fiscal provisions of this plan of 
reorganization, it will probably be im- 
possible, as was recognized in the Eng- 
lish parliamentary debates, for the 
British to introduce any fiscal policy 
which is heartily opposed in India, 
while the situation will not improba- 
bly so develop within a decade or two 
that Indian leaders can dictate a 
change of policy regardless of British 
opinion. Their policy will doubtless be 
protectionist, but two uncertainties re- 
main: (1) the extent to which the Indian 
leaders will attempt when in power to 
carry out the ideas expressed when 
their responsibility was less, and (2) 
the extent to which they will (assum- 
ing that the British demand special 
favors) compromise upon the granting 
of preferential rates to British imperial 
products. The present export duty on 
raw hides and skins illustrates what is 
likely to be the Indian policy, particu- 
larly in the transitional period, when 
both Indian and British interests can 
make themselves felt... This duty is 
levied at the rate of 15 per cent ad 
valorem upon all exports to points out- 
side of the empire, but at the rate of 
only 5 per cent when bonds are given 
that the tanning will take place within 
the empire. 

In the United Kingdom two points 
of recent tariff history stand out. Dur- 
ing the war there were imposed—pri- 


? An official commission has lately come to the 
conclusion that India is likely neither to gain nor 
to lose much by the adoption of a policy of impe- 
rial preference; this leaves the way open from an 
economic point of view for the adoption of a plan 
embodying a general system of protective import 
and export duties with preferential rates for the 
British Empire—the question remains whether 
the political situation will make this a satisfac- 
tory compromise to the Indian Protectionists. 
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marily to check imports of luxuries— 
duties of 334 per cent ad valorem upon 
clocks and watches, passenger auto- 
mobiles and motorcycles, musical in- 
struments, and at specific rates upon 
cinematograph films and matches. 
These duties have been maintained 
since the war and obviously are heavily 
protective. The maintenance of these 
duties has been the subject of much 
discussion, and is optimistically re- 
garded by many “tariff reformers” as 
the beginning of a general system of 
protection. Secondly, by the budget 
bill of 1919, not only these duties but 
the revenue rates upon tea, coffee, 
cocoa, sugar, dried fruits, tobacco and 
alcoholic beverages were reduced in 
favor of colonial products, 1.¢., the 
principle of imperial preference was 
accepted for the whole of the limited 
tariff schedules of the United Kingdom. 
The immediate effectiveness of these 
preferential rates has been unimpor- 
tant, since Indian and Ceylon teas al- 
ready dominated the English market, 
and only small quantities of the other — 
dutiable articles‘ are derived from 
British possessions. The significance 
lies in the acceptance of the principle—_ 
which the Governor of Jamaica has 
termed the “imiperial principle’”’—that, 
however free different parts of the cm 
pire may be to determine their tariff _ 
policies and rates, a preference of about | 
one-third shall be granted to imports _ 
from other parts of the empire. Char- 
acteristically, this “imperial principle” _ 
has not been forced upon the crown 
colonies. The recent extension of pref- — 
erential tariffs in the British West 
Indies is clearly a_reflection of Cana- 
dian rather than of British policy, and 
in nineteen months the action of Great __ 
Britain has been followed only by the | , 


1 Except cocoa and rum. The Chancellor of — 
the Exchequer estimated that the new rates 
would reduce the revenue from tea by £2,000,000, 
and from all other articles by £1,000,000. 
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introduction of a general preferential rationing systems, requisitions and 


system in Cyprus,' and of preferential 
export duties on palm kernels from the 
four British West African colonies, on 
tin ore* from Nigeria, and on hides and 
skinsfrom India. These differential ex- 
port duties revive a long-abandoned 
mercantilist policy, the reservation of 
colonial raw materials for the use of the 
mother country. The general exten- 
sion of this policy to the enormous re- 
sources of the British Empire would al- 
most of necessity inaugurate tariff 
wars, if not more open hostilities. It 
is too soon, however, to affirm that the 
British free-traders have suffered ulti- 
mate defeat. They have strong allies 
in their opposition to many of the 
duties which are most prominently 
suggested. The textile and other con- 
suming industries aggressively opposed 
different proposals for the restriction of 
the importation of dyestuffs, and 
finally compromised upon a licensing 
system only when they were conceded 
a large representation on the advisory 
board,’ with whose assistance the Board 
of Trade is to determine what dyes can 
be satisfactorily produced in the 
United Kingdom and what are to be 
allowed to be imported. 


Post-War REASONS FoR PROTECTION- 
1st SENTIMENT 


During the war there was little de- 
mand for protection and few were the 
modifications in protective tariffs, ex- 
cept where revenue was the aim. The 
belligerents controlled trade by pro- 
hibitions, embargoes, licensing and 


1 Preferential rates were established in Malta 
also, but were repealed after a few months. 

? By exception differential export duties had 
been imposed in 1903 upon tin ore from the Fed- 
erated Malay States. 

'The Advisory Board is composed of five 
representatives of the industries which consume 
dyestuffs; three representatives of the makers of 
dyes; and three representatives of the public, one 


of the last being chairman. 


government monopolies. As they con- 
centrated their energies upon the strug- 
gle, and as shipping became scarce, 
they permitted the importation of al- 
most nothing which could be produced 
at home. While they made efforts to 
maintain “business as usual,’”’ and to 
keep up their export trade to balance 
the necessary imports, the neutrals had 
difficulty rather in obtaining supplies 
than in protecting their markets 
against competition. To state it 
baldly, during the war there was no for- 
eign competition; abnormal conditions 
afforded complete protection, without 
recourse to tariffs. These conditions 
continued after the armistice. At the 
close of hostilities the inability of man- 
ufacturers immediately to resume op- 
erations on their previous scale, the 
enormous demand to replenish con- 
sumers’ and merchants’ stocks, and 
the continuance of government con- 
trol over many lines of trade, prevented 
the rapid development of the feeling 
that protection was needed. An au- 
tomatic measure of protection was in- 
deed afforded by the great advance in 
land and ocean freights, a protection 
frequently brought to notice in mar- 
kets so remote from industrial Europe 
as South Africa and Australia. But as 
reconstruction has proceeded and man- 
ufacturers have come finally to find 
that buyers no longer press upon them, 
there has arisen almost a world-wide 
demand for protection. As The Econ- 
omist put it, traders have become soft. 
““Now, if the smallest cloud of possible 
competition is seen on the distant hori- 
zon, there arises a shriek for the very 
stiffest kind of protection.” But soft- 
ness and other psychological factors 
supply no adequate explanation; and 
the acquiescence of the public needs 
explanation—the demands of the man- 
ufacturers we have always with us. 
1 The Economist, Sept. 20, 1919, p. 455. 
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For a while the belief that Germany 
had great stores of products to be 
“dumped” abroad alarmed other mar- 
-_ kets. The “war after the war” is ap- 
_ pealed to as a special reason for pro- 
tection against the reviving industries 
of Germany. There is also the in- 
crease of national feeling, the hatred of 
enemies, and the suspicions of neu- 
trals, which make easy the appeal for 
support for anything which can rea- 

_ gonably be denominated a national in- 
terest. Manufacturers naturally real- 
ize acutely their own difficulties and 
the increased costs under which they 
operate, but realize only vaguely that 
- eosts have risen on a similar scale in 
other countries. The manufacturers of 
those countries which participated in 
_ the war for longer periods or on a 
_ greater scale feel that, as compared to 
manufacturers in the United States 
and Japan, to say nothing of neutral 
countries, they have suffered from 
more violent disturbances and are sub- 
jected to heavier taxation. The belief 
that the United States grew rich from 
the war still causes resentment. More 
specifically, in countries whose cur- 
rencies have depreciated, increased 
protection is demanded in order to 
keep imports at a minimum and to re- 
store exchange rates; but where cur- 
rencies stand relatively higher, protec- 
tion is urged against imports from 
countries to which cheaper currencies 
are alleged to give the advantage of 
unduly cheap production. The rela- 
tive decline of specific rates of duty 
(used in practically all protectionist 
countries, other than the United States 
and the British Dominions) during the 
rise in prices has supplied a plausible 
argument for an advance of rates. 
The realization of the possible conse- 
quences of dependence upon a foreign 
country for even a minor article such 
as hosiery needles, and the revelation 
of the connection between the dye in- 
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dustry and modern explosives, has led 
to the view that the establishment of 
many “key industries”’ is vital to na- 
tional safety. In Great Britain there 
is in addition the fait accompli of pro- 
tective duties imposed during the war 
upon a few manufactured articles, and 
there is the feeling that the Dominions 
have earned the right to special con- 
sideration in imperial policy, specifi- 
cally to the imposition of protective 
duties from which articles of colonial 
production should be partially or 
wholly exempt. In the same way Aus- 
tralian ministers referred to the heavy 
sacrifices of Great Britain as a special 
reason for increasing the tariff prefer- 
ence upon British goods. On the other 
hand, Continental manufacturers see 
in the modernization and reorganiza- 
tion for mass production of British in- 
dustry, particularly of the metal 
trades, a new reason for protection. 


SIGNIFICANCE AND DIFFICULTY or 
Tarirr READJUSTMENT 


The significance of the world-wide 
movement for the increase of tariff 
rates need not be overestimated. Mod- 
ifications in revenue tariffs—the tariffs 
found throughout Asia, Africa and 
Latin America, With the exception of 
Japan, the Union of South Africa and 
certain colonies of Japan, France and 
the United States—are of importance 
only to the consumers. The ministers 
of finance seldom make the mistake of 
advancing rates to a point at which 
consumption is seriously curtailed. 
Export duties are levied almost exclu- 
sively for revenue; in few instances 
outside of Europe has their purpose 
been protection of industry or conser- 
vation of supplies. With some excep- 
tions similar to those already noted, 
their introduction, reintroduction or 
extension show only the regrettable re- 
sults of fiscal necessities. 

Modifications in the rates of protec- 
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tive tariff systems may also be unim- 
portant. These systems usually in- 
clude numerous revenue duties, but 
even in the protective rates, (1) modi- 
fications may be too slight in amount, 
or both the old and the new rates may 
be too far above or below the “differ- 
ence in cost of production” to affect 
the situation; (2) in a period of chang- 
ing conditions, successive modifications 
- may merely maintain the status quo, 
_ or (8) they may decrease or increase 
the amount of protection, making 
easier or more difficult the entry of 
- competing foreign goods. The first 
kind of change has no significance, and 
the second, only a negative impor- 
_ tance. Changes of rates which indicate 


3 adoption or extension of the policy 


of protection, or its partial or entire 
abandonment, are alone of great sig- 
nificance in international tariff policy. 
Most of the recent changes in protec- 
tive tariff systems have been or have 
been intended to be of the first or sec- 
ond of the kinds enumerated, and 
higher tariff rates have been applied 
largely on the ground that they were 
necessary—that in a period of increas- 
ing prices effective protection could be 
maintained only by advancing therates. 
"The assertion thaf advancing prices 
demand the scaling up of specific du- 
ties to “their [previous] ad valorem 
equivalent, which is the measure of 
protection” is so plausible and so mis- 
leading that it calls for brief considera- 
tion. Unfortunately, even ad valorem 
duties do not adjust themselves satis- 
factorily to changing conditions, and 
the scientific readjustment of specific 
rates is no such child’s play as the 
quoted assertion would indicate. The 
most that can be said for the assertion 
is that there is a general probability 
that ad valorem duties, or specific du- 
ties increased pari passu with the rise 
of prices, will maintain or increase the 
effective level of protection. But no 
general rule can serve as a guide to the 
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proper “‘measure of protection.” Each 
industry requires detailed study. As 
one extreme, a rise in prices will make 
the protection of some tariff schedules 
entirely superfluous; and it may be 
noted that it has been the more recent 
decline in prices, and not the great rise 
between 1914 and 1920, which has pro- 
duced the demand for protection in 
some quarters. In schedules affecting 
other industries it may be found that 
specific duties, not unduly large to be- 
gin with, maintain a sufficient measure 
of protection in spite of a doubling or a 
trebling of the prices; while in still 
other schedules—the other extreme— 
a proportionate increase of the duties 
may prove insufficient. Not only each 
industry but each period must be 
studied in making a scientific tariff; 
for instance, a rise in the cost of flour 
due to a wheat shortage presumably 
leaves the effectiveness of a specific 
duty unimpaired, whereas a rise due to 
local but not international wage in- 
creases presumably requires a read- 
justment. These observations serve to 
point out that it would be impossi- 
ble, except by the combined study of a 
staff of technical and economic ex- 
perts, to determine the protective ef- 
fect of many recent changes, e.g., 


those of the French tariff. 


INDICATIONS OF FuTURE PoLiciEes 


The denunciation, since 1917, of 
most of Europe’s commercial treaties, 
gives a free hand in the reconstruction 
period. European statesmen are now 
under no obligation to treat long lists 
of foreign countries on the “‘most-fav- 
ored-nation”’ basis, or to grant to cer- 
tain ones the minimum tariff rates or 
to refrain in certain cases from increas- 
ing the rates of conventional tariffs. 
The slate is clean, and it remains to be 
seen whether there will be re-written 
in large degree the “ most-favored-na- 
tion” provisions, or whether discrimi- 
nations and tariff wars are to prevail. 
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Present indications are that the at- 
tempt will be made to work out in each 
country a flexible system, leaving it 
free to change its policy at will and in 
all respects. A striking illustration of 
the desire for stronger and more flexi- 
ble tariff provisions is seen in the Jap- 

anese anti-dumping law (July, 1920) 
which provides that “in case of immi- 
nent danger to industries of importance 
in this country by reason of imports 
of goods at unreasonably low prices” 
the Commission on Dumping is to im- 
_- pose a special surtax, not exceeding 

the difference between the reasonable 
market price and the quoted price. In 
_ Australia a bill is pending, whose pro- 
___- visions are somewhat less drastic, and 

in Great Britain and elsewhere there is 
an evident disposition on the part of 
manufacturers to obtain the condem- 
nation, as “dumping,” of all importa- 
tions at prices which they can not 
meet. That is, if through any change 
of conditions at home or abroad the 
_ tariff fails even temporarily to exclude 
important importations of foreign 
goods, they would have them stopped 
by administrative action. The desire 
for greater flexibility is seen also in the 
new intermediate schedule of Australia 
and in the authorization (1918) of the 

French government to concede, in ne- 

gotiating commercial treaties, rates 

between those of the general and 
minimum schedules. 

A tendency may be noted, especially 
in the British Dominions, to follow the 
lead of the United States in establish- 
ing a permanent commission for the 
scientific study of tariff problems. 
Elsewhere there are semi-permanent 
and semi-political commissions en- 

gaged in tariff revisions. In France 
the co-efficients of increase are regu- 
lated by a large inter-ministerial com- 
mission. 

The tendency to rely upon other than 
tariff measures for the control of trade 
was very pronounced during the war, 


Posr- War Tarirr AND 


when embargoes, prohibitions, licenses, 
rationing systems, government requisi- 
tions, monopolies and price regula- 
tions were relied upon. Even the 
trade of neutrals was controlled 
through their need of allied shipping 
and of bunker coal and by blacklisting 
and financial measures of various kinds. 
To a considerable degree the war re- 
strictions persist in Europe, though 
most of them are professedly tempo- 


Some of the tendencies toward more 
drastic control of trade than was af- 
forded by the pre-war tariff systems 
are: 

(1) The protective and preferential sys- 
tem in regard to dyestuffs, used since the 
war in the British Empire and now the 
law of the United Kingdom, is a general 
prohibition tempered by the licensing of 
such classes of imports as are not satis- 
factorily produced within the empire. It 
is not improbable that the same method be 
applied to other key industries. 

(2) Government fiscal monopolies, which 
have concerned chiefly tobacco, matches 
and salt, have been extended to new ob- 
jects, especially in Italy. 

(8) There has been considerable develop- 
ment of direct governmental ownership in 
competitive industries. The British Gov- 
ernment has invested millions in the Anglo- 
Persian Oil Company, in the British Dye- 
stuffs Corporation, and in several minor 
companies. New South Wales is building 
ships; Tasmania is developing electrical 
power; the Australian states are appar- 
ently about to organize semi-governmental 
corporations for the manufacture of wool- 
ens. The Australian government also is 
financing and handling the wheat crop. 

(4) Monopolistic combinations are the 
order of the day. Since the war huge bank- 
ing and industrial amalgamations have suc- 
ceeded one another in Europe, some of them 
being international in their scope. The 
German organizations which, at the out- 
break of the war, were found in control of 
the chemical industries, of non-ferrous 
metals, and of other commodities, were 
displaced by Allied organizations or gov- 
ernments rather than disintegrated. Com- 
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_ bination and monopolization have meant 
and will mean an extension of government 


(5) The movement for the nationaliza- 
tion of coal and other commodities means 
the substitution of direct government ac- 
tion for that of individuals or combina- 
tions. Even without nationalization, 
Great Britain has been supplying coal at 
three different prices, the lowest (said to be 
an unprofitable rate) for domestic consump- 
tion, and the intermediate for allied coun- 
tries. Recent international agreements in 
Europe have enumerated the kinds and 
quantities of materials or manufactures 
which the parties to the treaty are to 
exchange. 

(6) Differential export duties, which have 
been used in the comparatively unimpor- 
tant Portuguese, Spanish and Italian colo- 
nies, have recently been extended in the 
British colonies in a new and menacing 
manner. Following the policy which had 
been abandoned in the Philippine Islands 
before the war, the British have introduced 
in certain colonies differential export du- 
ties on important raw materials, selecting 
those in which they have a more or less 
complete monopoly. In some cases the 
rates are, or were expected to prove, pro- 
; hibitive, which was never the case with the 
Philippine duties. The chief point, how- 
ever, about these duties, is that their ob- 
ject is not revenue nor is it the control of 
the shipping and entrepdt trade, or merely 
the encouragement of general trade with 
the mother country; but the object is to 
obtain for the British Empire, insofar as 
the world is dependent thereon for its raw 
materials, the monopoly of the industrial 
processes of tin smelting, expression of 
palm kernel oil, and the tanning of hides 
and skins. 

To conclude: While protectionist 
sentiment has been greatly increased 
by the war, and while there have been 
increases in most of the world’s tariffs 
within the last two years, the industrial 
and protectionist nations whose tariff 
policies are of real significance have 
removed restrictions upon their free- 
dom of action without, as yet, adopt- 
ing a permanent policy. The signs 
indicate a period of 
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tectionism, beginning with high tariff 
rates, proceeding to more direct and 
drastic means of excluding foreign com- 
petition in manufactured articles, and 
basing itself finally upon the monopo- 
listic control of the earth’s raw mate- 
rials. The explosive feature of the 
situation lies in the extension of 
international monopolies and of direct 
government control over necessary raw 
materials—coal, oil, iron, non-ferrous 
metals, fertilizers, timber, wool, cotton, 
hemp, jute, hides and vegetable oils. 
Because of its enormous extent and the 
number of materials of which it domi- 
nates the world’s supply, the British 
Empire—which was allowed to attain 
such size and importance largely be- 
cause of its profession and enforcement 
of a free-trade policy—presents the 
crux of the present problem. That the 
right of a sovereign state to pursue a 
monopolistic policy is legally unassail- 
able offers no solution, for some of the 
world’s most momentous conflicts have 
grown from the irreconcilability of un- 
assailable legal rights with widespread 
beliefs in natural rights. But those 
excluded will not have to base their 
claims to participation in the distribu- 
tion of raw materials entirely upon 
natural rights. As Sig. Tittoni! re- 
minded the Council of the League of 
Nations, the Allies, at the Economic 
Conference of Paris in 1916, promised 


1 La Revue de Genéve, November, 1920. Sig. 
Tittoni says: “One may well ask if it was worth 
the trouble to make such a fuss before and 
during the war about German ‘dumping’ to at- 
tain after the war a system of excessive pro- 
tectionism which renders more uneven pre-exist- 
ing inequalities [in the natural resources of 
nations] and creates new ones, multiplying the 
chances of rivalry and of conflict among the 
nations.” After referring to Article XXIII of 
the League Covenant, he exclaims: “What irony 
to look at the actual régime of monopoly and 
excessive protection! How many obstacles and 
commercial barriers!” 

It is hardly necessary to state that the prom- 
ise to “open their markets” had nothing to do 
with free trade; it was followed merely by special 
concessions to the trade of certain er 
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open their markets reciprocally, and 
Article XXII of the Peace Treaty 
guarantees “freedom of communica- 
* tions and of transit, and equitable 
treatment for the commerce of all 
members ofthe League.” 
Lita} 


ee ISCRIMINATORY duties on im- 
: ports carried in American ves- 
gels have been a feature of our tariff 
legislation from the establishment in 
---1789 of a national policy governing 
foreign trade to the present time. 
During much of this period such duties 
have, for the most part, been rendered 
inoperative by reciprocal treaties with 
_ practically all the commercial countries 
of the world, mutually exempting from 
such discrimination the goods carried 
_ in the vessels of the contracting nations, 
or by provisions in the laws themselves 
excepting from their enforcement arti- 
imported in the ships of countries 
__ Jevying no discriminatory rates against 
goods carried to their ports in Ameri- 
ean bottoms. The Merchant Marine 
Act recently passed by Congress and 
signed by the President provides for 
_ the termination of treaties or conven- 
tions which restrict the right of the 
United States to impose discriminatory 
_ duties in favor of imports entering this 
country in American vessels. The 
_ evident purpose of this enactment is to 
encourage trade in American bottoms 
. as a means of protecting and enlarging 
our mercantile marine. 
_ While discriminatory legislation of 
_ this character avowedly aims at the 
_ establishment and upbuilding of a na- 
_ tional mercantile marine, its ultimate 
_ object is the development of foreign 
commerce. The belief that trade fol- 
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The present drift is toward nar- 
row nationalistic policies and the re- 
sultant wars; the situation demands the 
united consideration and codperation 
of the world’s most far-sighted and 
broad-minded statesmen. 


Discriminatory Duties on Imports in American Bottoms 


United States Tariff Commission 


lows the flag and that the vessels flying 
the flag of a country are agents in the 
development of its commerce is a popu- 
lar and deep-seated one, and finds pretty 
general expression in the commercial 
policies of the leading countries of the 
world today. It is, however, in large 
measure, a survival of a period when 
the association of a national or com- 
munal shipping organization with the 
development of foreign trade was nec- 
essarily closer than at the present time, 
and when the separation of the func- 
tions of common carrier from those of 
purely mercantile operation had not 
gone so far as they have today. In the 
Middle Ages the “active”! trade of 
such commercial cities as Venice and 
Genoa and of the towns of the Hansea- 
tic League was closely connected with 
their shipping policies. Thus, at Venice 

1 In mediaeval commerce “active” trade signi- 
fied the carriage of goods to foreign lands and 
the establishment there of commercial agencies. 
It implied the control of the transportation of 
the articles of commerce to such countries. 
Where goods were carried by foreigners to one’s 
city or country and commercial transactions 
carried out by foreign agencies the trade was 
characterized as“ passive.” Thetrade of Venice, 
for example, with Constantinople, Beirut, Alex- 
andria and northwestern Europe was active—t.e., 
the articles of commerce were carried to and 
from these places in Venetian galleys and con- 
tracts made through Venetian agents at these 
ports or regions. The overland trade of Venice 
with Germany was mainly “passive,” as the 
German brought his goods to the city and carried 
on his transactions at the Fondaco dei Tedeschi. 
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from about 1300 to 1500 A. D. the sail- 
_ ing of the Flanders galleys was strictly 
regulated by the Venetian senate. 
Separate voyages were as a rule pro- 
_ hibited. This regulation was practiced 

_ in the interest of safety, both as a pro- 
tection from piracy and as a means of 
mutual help in case of accident. It 
was also a feature of the politics of a 
community whose economic basis was 
foreign trade. The galleys that carried 
the articles of commerce were as much 
a part of the city’s trading operations 
as was the sale of the articles them- 
selves. 

With the growth of the large com- 
mercial companies of the fifteenth, six- 
teenth and seventeenth centuries in 
England, France and the Netherlands, 
_ the close association of shipping and 
foreign trade persisted, largely because 
vessel operation and commerce were 
carried on by the same people. The 
merchants belonging to such organiza- 
tions as the Eastland Company, the 
Merchant Adventurers, the Levant 
Company and the various East India 
companies, either individually,’ or 
through these organizations, owned the 
vessels that carried their goods. It was 
on account of this association, as well 
as on account of the growth of economic 
nationalism or mercantilism, that the 
Navigation Acts became such a prom- 
inent feature of the commercial policy 
of England in the seventeenth and 
eighteenth centuries. These acts, 


1 Jt should be remembered in this connection 
that most of these commercial concerns began as 
“regulated” companies, i.c., as associations of 
individuals who had been granted charters by 
their governments giving them as an association 
certain exclusive privileges for carrying on trade 
between the home country and certain foreign 
lands. The members of these associations, how- 
ever, carried on their trading operations severally, 
losing or gaining as individuals. Eventually the 
“regulated” company evolved into a joint stock 
company. The English East India Company 
began its existence as a “regulated” company 
but adopted the joint stock company principle 


in 


among other things, restricted or ta- 
booed the carriage of articles of com- 
merce to or from England in foreign 
vessels. The British mercantile marine, 
as far as possible, was to perform this 
function. It must, therefore, be fos- 
tered, not only because it would obviate 
the necessity of paying foreigners for 
the transportation of English goods, 
but also because a large national mer- 
cantile marine meant an extensive 
foreign trade. 


ENGLIsH NaviGATION AcTs 


Before discussing the provisions con- 
tained in American tariff acts discrim- 
inating against goods imported in 
foreign vessels a few observations 
should be made concerning the Eng- 
lish Navigation Acts, as certain feat- 
ures of these acts have been embodied 
in our own legislation. The begin- 
nings of the English Navigation Acts 
antedate by some centuries the de- 
velopment of mercantilism as a na- 
tional policy. The earliest of these 
laws go back to 1381 and 1390. They 
ordained that no merchandise should 
be shipped out of the realm except in 
British ships on payment of forfeiture. 
These laws and their successors till 
about the middle of the seventeenth 
century remained for the most part 
unenforceable. The great Navigation 
Act of 1651, passed under Cromwell 
and aimed primarily at the shipping 
and commercial interests of the Nether- 
lands, stands out as a landmark in 
British commercial history. This well- 
known act provided among other 
things that all products “of the growth, 
production, or manufacture of Asia, 
Africa or America, or any part there- 
of as well of the English 
plantations as others” should be im- 
ported into England or its territories 
only in British-built and British- 
manned vessels. Articles grown or 
made in Europe could be shipped to 
England only in the vessels of the pro- 
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country or in British ships, ex- 
silks transported overland to the 
northwestern coast of the continent.! 

_ Later navigation acts added to the 

monopoly of shipping that of colonial 
commerce and markets.? These acts 
with certain modifications practically 
- eontinued in force down to the time of 
the American Revolution. The loss of 
her American colonies combined with 
a gradual change from the mercantil- 
istic attitude toward foreign trade re- 
sulted in a freer shinping policy on the 
part of England, although discrimina- 
tion against foreign vessels and the 
goods carried in such vessels continued 
_ for several decades into the nineteenth 
century. 
American tariff legislation began 
_ while the spirit of the Navigation Acts 
still influenced British statesmen. 
_ While the first acts were modest com- 
_ pared with more recent legislation in 
_ the duties they exacted from imported 
articles, discriminatory rates were im- 
posed in the interest of goods carried in 
_ American bottoms. The ostensible 
purpose of these provisions was the 
_ upbuilding of the American merchant 
_ marine, which in colonial times had 
- formed a considerable fraction of the 
entire British shipping.’ In the words 
of Chancellor Kent: 


The United States have imitated the policy 
of England and other commercial nations 


Macpherson, Annals of Commerce, II, pp. 
442-444. Lindsay, Merchant Shipping and 
Ancient Commerce, II, p. 188. 

? The Navigation Acts did not interfere with 
colonial ship-building and shipping. Infact, they 
rather tended to foster these industries. It was 
the regulations with reference to enumerated and 
: non-enumerated commodities, to trade with the 
“Tad West Indies, and to the manufactures permitted 
in the colonies that made these acts so irritating 
7 is to the settlers in the New World. 

* * At the time of the outbreak of the American 
ct Revolution about one-third of the British ship- 
ping engaged in foreign trade was colonial built. 

s Bogart, Economic History of the United States, p 
95; Alan Beer, Commercial Policy of England 


£2 _ toward the American Colonies, Chapters 4-8. 
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in conferring peculiar privileges upon Am- 
erican-built ships and owned by our own 
citizens. The object of the Registry Acts 
is to encourage our own trade, navigation 
and shipbuilding by granting peculiar or 
exclusive privileges of trade to the flag of 
the United States, and by prohibiting the 
communication of these immunities to the 
shipping and mariners of other countries.! 


AMERICAN Tarirr Acts 


The first general tariff act, passed by 
Congress in July, 1789, provided for a 
10.per cent discount in rates below the 
general import duties where goods 
from foreign countries were 
imported in vessels built in the United 
States, and which shall be wholly the prop- 
erty of a citizen or citizens thereof, or in 
vessels built in foreign countries, and on 
the sixteenth day of May last, wholly the 
property of a citizen or citizens of the 
United States, and so continuing until the 
time of importation.? 


In addition to this discrimination the 
Act of 1789 gave the maximum protec- 
tion to American shipping engaged in 
the trade with the Orient. An import 
duty ranging from 6 to 20 cents per 
pound was imposed on tea when 
shipped directly from India or China in 
American bottoms. When transported 
from Europe to the United States in 
American vessels, the corresponding 
rates ranged from 8 to 26 cents per 
pound. The duties on tea shipped in 
foreign vessels ranged from 15 to 45 
cents per pound. All other Oriental 
products carried to the United States 
in foreign bottoms bore a duty of 12} 
per cent ad valorem, which was about 
double the rates imposed on the corre- 
sponding goods transported in Ameri- 
can vessels.’ 

On account of the lack of sufficient 
revenue from the duties imposed by 
the Act of 1789 material increases were 
made in the rates prescribed by the 

1 Kent, Commentaries, III, p. 189. 


* Act of July 4, 1789, sec. 5. 
* Ibid., sec. 1. 
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vessels themselves. 


law of 1790. Similar preferential du- 
ties were prescribed on Oriental goods 
shipped direct to the United States in 
American bottoms as in the Act of 
1789. A notable change in the latter 
law was the substitution of a 10 per 


cent addition to the general rates on 


goods “imported in ships or vessels not 
of the United States, except in the 


eases in which an additional duty is 


hereinbefore specially laid on any 
goods, wares, or merchandises, which 


_ shall be imported in such ships or 


vessels”! for a 10 per cent reduction 
on articles imported in American bot- 
toms. This 10 per cent addition to the 
normal rates in the case of imported 
_ merchandise carried in foreign vessels 
was also provided for in the laws of 


1792? and 1794.5 


In addition to these higher duties on 
imports transported in foreign ships 
legislation was enacted imposing dis- 
criminatory tonnage taxes on the 
In 1789 these 
tonnage dues were 6 cents per ton on 
vessels built and owned in the United 
States or on foreign-built vessels owned 
on and after May 29, 1789; 30 cents 
on ships thereafter constructed in the 
United States but partly or wholly 
owned by foreigners; and on all other 
shipping, 50 cents per ton.‘ In 1804 a 
light-money tax of 50 cents per ton 
was imposed on foreign vessels, and 
this rate was increased to $1.50 per ton 
in 1812. Like the discriminatory du- 


ties against goods shipped in foreign 


vessels these added tonnage and light- 


_ money taxes on the vessels themselves 


were later rendered inoperative by 


reciprocal treaties. 


From 1794 to 1815 the addition of a 
10 per cent duty to the normal rates on 


goods imported in foreign vessels re- 


Lae i * Act of June 7, 1794, sec. 4. 
Act of July 20, 1789. 


1 Act of August 10, 1790, sections 1 and 2. 


2 Act of May 2, 1792, sec. 5. 
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mained a feature of our tariff laws. 
Exceptions, however, were made in the 
case of merchandise belonging to Brit- 
ish subjects and brought into the ports 
of the United States on the northern 
and northwestern frontiers and similar 
importation into the ports on the 
Mississippi River or its branches from 
“New Orleans and other parts of 
Louisiana and Florida.”” Such mer- 
chandise paid the same rates of duty 
whether carried in American or foreign 
vessels.' After the purchase of Lou- 
isiana in 1803 goods carried in French 
and Spanish ships were similarly priv- 
ileged in the ports of Louisiana for a 
period of 12 years from the ratification 
of the treaty ceding this territory to 
the United States.* 

The trade relations between England 
and the United States during this period 
were strained, largely on account of the 
troubles growing out of the French 
Revolution and the rise of Napoleon. 
Until 1797 the trade between this 
country and Great Britain was not on 
a permanent footing but regulated by 
Orders in Council, and this regulation 
caused considerable uncertainty. An- 
other source of irritation to Americans 
was the failure to admit American 
vessels into the British West Indies. 
The Jay Treaty, signed by Lord Gren- 
ville and John Jay in November, 1794, 
but not made effective until 1797, was 
an attempt to remedy this situation.’ 
The commerce between Great Britain 
and the United States was put on a 
more permanent basis, American ships 
being allowed to carry into Great Brit- 
ain such produce of their own states as 
was admissible in English vessels. A 
tonnage duty was levied against Amer- 
ican vessels and discriminating tariff 
rates on goods carried on them “in or- 


Act of May 1, 1802. 

? Act of February 24, 1804. 

3 Lindsay, Merchant Shipping and Ancient 
Commerce, II, p. 354 and III, pp. 60, 61. 


. 
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der to countervail any duties levied on 
goods imported into the United States 


by British ships.”” With reference to 
commerce between the United States 
and the British West Indies, the treaty 
provided only for the admission into 
the ports of the latter islands of Ameri- 
can vessels not exceeding seventy tons 
burden. Such vessels were allowed to 
carry “articles of United States produce 
as were not generally prohibited,” 
and, at the same time permitted to 
export therefrom to the United States 
any produce of the West Indies legally 
exportable thereto in British vessels.' 
A curious proviso was appended to this 
clause: 

That this liberty only extends to a direct 
intercourse between the British West Indies 
and the ports of the United States and the 
United States engage to prohibit the car- 
riage of molasses, sugar, coffee, cocoa, or 
cotton? in American vessels, either from his 
Majesty’s dominions or from the United 
States to any other part of the world. 


This treaty though ratified by Con- 
gresscaused great dissatisfaction among 
the American people, partly because of 
its failure to provide against certain 
abuses which eventually led to the War 
of 1812 and partly on account of some 
of the provisions above stated giving 
undue advantage to English merchants 
and shipping companies. The arrange- 
ment with regard to the opening of the 
trade with the West Indies appears to 
have fallen to the ground. A later 
treaty in 1806 contained a recital that 
the high contracting parties had been 
unable to arrange the terms on which 


‘Lindsay, Merchant Shipping and Ancient 
Commerce, III, pp. 60, 61. 

* The provision with regard to cotton in this 
treaty has excited much comment. It should be 
remembered, however, that cotton did not be- 
come an important article of American export 
until some years after the invention of the cotton 
gin in 1793. The great importance of American 
cotton was not realized until several years after 
the signing of this treaty. 


the commerce between the United 
States and the West Indies was to be 
carried on. 

In 1815 a new step was taken in 
shipping legislation by establishing re- 
ciprocal liberty of commerce. That 
year a law was passed repealing 
so much of the several acts imposing duties 
on the tonnage of ships and vessels, and on 
goods, wares and merchandise imported 
into the United States, as impose a discrim- 
inating duty of tonnage between foreign — 
vessels and vessels of the United States, and 
between goods imported into the United 
States in foreign vessels and vessels of the _ 
United States. 


This repeal was to take effect 
whenever the President of the United States _ 
shall be satisfied that the discriminatory or 
countervailing duties of such foreign —— 
so far as they operate to the disadvantage — 
of the United States, have been abolished." _ 


In accordance with this act a treaty _ 
with England a few months later a 


vided that no discriminatory tonnage 
taxes or import duties should be levied 
against the vessels of either country 2 
their cargoes.” 
The treaty with England abolished 
differential duties and tonnage taxes 
only in the case of the direct trade be- _ 
tween the contracting parties. Where — 
the vessels of either nation touched the 
ports of a third country and took on — 
additional cargoes they were again — 
subject to discriminatory rates. The 
ports of the British West Indies too re- 
mained practically closed to American 
vessels. For the next fifteen years 
various negotiations were entered into _ 
for the purpose of allowing goods to be _ 
carried between this country and the _ 
British West Indian and South Ameri- . 
can possessions in British and Ameri- 
can vessels on the same terms. The 
conduct of these negotiations was ac- 
companied with many irritating inci- 
Act of March 3, 1815. S. L. ILI, chap. lxxvii. 
Lindsay, III, pp. 60, 61. 


iv. 
| ras 
ey 


190 


dents and in 1828 Congress authorized 
the President to prohibit all trade and 
intercourse with the British possessions 
in America.' In May, 1830, Congress 
passed a law giving the President the 
power to open the ports of the United 
States to British vessels on the same 
terms as American vessels whenever he 
should have “evidence that Great Brit- 
ain would open the ports of her colonial 
possessions in the West Indies, South 
America and the Bermudas for a lim- 
ited or indefinite time to United States 
ships at the same rates of impost and 
tonnage and with the same cargoes as 
British vessels,” and allow exports 
from these possessions to any other 
country in American vessels on the 
same terms.? In November of the same 
year a British Order in Council was 
issued repealing various earlier orders 
restricting the rights of American 
vessels and authorizing them to carry 
goods to and from the British posses- 
sions mentioned on the same terms as 
English vessels. One result of the 
opening of the British West Indies to 
American vessels was a great increase 
in trade. Imports from these islands 
in 1830 amounted to only $1,901.23 In 
1840 they had increased to $2,965,585. 

While the matter of discriminatory 
duties and tonnage taxes in the British 
West India trade was being settled, 
conditions were shaping themselves for 
a more liberal policy with reference to 
foreign shipping generally. The law of 
1815 and subsequent acts up to 1828 
applied only to the direct trade between 
this and the foreign countries with 
which we had reciprocal treaties. In 


1 Act of March 1, 1823. Proclamation pro- 

hibiting this trade was issued March 17, 1827. 
 * Act of May 29, 1830. 

* This limited trade, of course, was due to the 
restrictions put upon it in the United States on 
account of the failure of Great Britain to allow 
merchandise to be exported from the islands in 
American vessels on the same terms as British 
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accordance with the spirit of the Eng- 
lish Navigation Acts, which limited the 
European trade to British vessels or 
the vessels of the country producing 
the goods and wares which formed their 
cargoes, foreign ships carrying goods 
to the United States which were not of 
the production of the country whose 
flags they flew were subject to discrim- 
inatory imposts and tonnage dues. In 
1828, in conformity with an act of Con- 
gress, the practice of applying these 
reciprocity treaties and exemptions 
only to vessels engaged in the direct 
trade was definitely abandoned. 

After the passage of the laws of 1815, 
1828 and 1830 treaties were negotiated 
with practically all the maritime coun- 
tries of the world exempting from dis- 
criminatory duties the cargoes trans- 
ported in the vessels of the several 
contracting nations. As a consequence 
the clauses of later tariff acts providing 
for a 10 per cent increase over the 
general rates of duty where the im- 
ported product enters the United 
States in foreign vessels have been of 
no practical importance. For over 
three-quarters of a century goods pro- 
duced in foreign countries have for the 
most part been subject to the same 
customs duties, regardless of whether 
they have come in vessels of American 
or foreign registry. 

Various reasons have been assigned 
for the abandonment of this form of 
protection to American shipping. It 
has been suggested that Congress evi- 
dently believed that the American 
merchant marine had reached a point 
where it no longer needed this protec- 
tion. It has also been urged that for- 
eign commerce, while continuing to 
increase, was becoming relatively less 
important than the domestic trade. 
With the diversion of much American 
capital to works of internal improve- 
ment and domestic manufacture it has 


| 
“ 
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gradual modification of the tariff pol- 
icy in the interest of home industries 
ensued.! 

While these reasons were factors in 
the situation they were not in the judg- 
ment of the writer the most important. 
It is true that in the early decades of 
the nineteenth century there was great 
confidence in the ability of the Ameri- 
can mercantile marine to meet foreign 
competition without any protection— 
a confidence which remained strong 
until after the Civil War. An increas- 
ing amount of American capital was 
also going into other industrial chan- 
nels. There was furthermore some 
movement after 1815 in the direction 
of protection to home manufactures. 
The confidence in the competitive 
strength of American shipping, how- 
ever, went back to cclonial times and 
was not, therefore, the growth of the 
second and third decades of the nine- 
teenth century. While capital was 
indeed being invested in other indus- 
tries a sufficient amount went into 
the maintenance and upbuilding of the 
national mercantile marine to give the 
United States about one-third of 
the world’s vessel tonnage just before 
the outbreak of the Civil War. The 
change, too, in tariff policy after 1815 
in the direction of protection reached 
a climax when the Act of 1828 was 
passed, after which the general move- 
ment until 1861 was in the direction of 
reduced duties and freer trade. 


Growtn or THE AMERICAN MER- 
CANTILE MARINE 


The growth and maintenance of the 
American mercantile marine were 
partly dependent upon a policy of 
equitable treatment in foreign ports. 
The discriminatory duties and tonnage 


‘ These reasons are mentioned in Johnson and 
Huebner, Principles of Ocean Transportation, p. 


ry 


by England, both in Great Britain and 


in the British West Indies, were keenly _ 


taxes levied against American ‘aint 


felt and resented in this country. It — | 


was the realization of the seriousness 


of such a handicap that led to the 
adoption of the policy of reciprocal 


liberty in the United States. 

The policy of exempting from addi- 
tional tariff duties the cargoes of 
vessels belonging to 


such foreign 
countries as granted corresponding — ‘ 


favors to the goods carried in —o 


bottoms continued till the passage of 
the Merchant Marine Act of 1920. 
During the intervening period follow- | 


ing the adoption of this policy of recip- - 


rocal liberty, tariff laws generally con-— 
tained a section or paragraph imposing _— 
an additional 10 per cent duty on all — 


goods imported in vessels of foreign — oe 
registry, but with the proviso that the be 
additional duty should not apply to 


“‘goods, wares and merchandise, im- 


ported in ships or vessels not of the a 


United States, entitled by treaty, or by | 


any act or acts of Congress, to be en- 


tered in the ports of the United States, 


on payment of the same duties as are a 


paid on goods, wares and merchandise 


imported in ships or vessels of the 
United States.”! A further discrim-— 
inatory rate of 10 per cent was some- 


times imposed on imported merchan- _ 


dise coming from any port or place east 
of the Cape of Good Hope in foreign 
vessels, subject, however, to the usual 


exemptions by treaty or Coie 


enactment.’ 

In addition to the discriminatory | 
provisions mentioned there is still in 
recent tariff laws the enactment, 
that no goods, wares, or merchandise, 
unless in cases provided for by treaty, shall 
be imported into the United States from 


1 Act of April 27, 1816 and following tariff acts 
including that of 1913. 

2 Act of Aug. 30, 1842, sec. 11; Aug. 5, 1861, 
sec. 3; June 30, 1864, sec. 17. Sovmictyt 
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any port or place, except in vessels of the 
United States, or in such foreign vessels as 
truly and wholly belong to the citizens or 
subjects of that country of which the goods 
are the growth, production or manufacture, 
or from which such goods, wares, or mer- 
chandise can only be or most usually are, 
first shipped for transportation.' 

The penalty for violation of this pro- 
vision is forfeiture of vessel, cargo, 
tackle, etc. This law like the preceding 
is subject to the usual exemptions by 
treaty or special acts of Congress. 
The provision is of no practical im- 
portance, but is interesting as a sur- 
vival of the spirit of the Navigation 
Acts. 

The American merchant marine 
continued to be an important factor in 
the world trade up to the time of the 
Civil War. Certain contemporaneous 
changes in the building and operation 
of ocean vessels’ were slowly undermin- 
ing the strength of American shipping, 
at least that part of it engaged in in- 
ternational trade. From the close of 
the Civil War till after the outbreak of 
the World War the merchant marine 
of the United States was a relatively 
insignificant influence in international 
commerce. Before 1914, however, 
there was a marked revival of interest 
in this country in shipping, with many 
proposals for encouraging its develop- 
ment. In the Tariff Act of 1913 there 
was in addition to the usual provision 
for a 10 per cent increase of duties over 
normal rates on articles imported in 
foreign vessels another clause granting 
a discount of 5 per cent “on such 
goods, wares and merchandise as shall 
be imported in vessels admitted to reg- 
istration under the laws of the United 


1Acts of Oct. 1, 1890, sec. 18; Aug. 27, 
1894, sec. 15; July 24, 1897, sec. 23; Aug. 5, 1909, 
sec. 16; Oct. 3, 1913, sec. 4J, subsection 2. 

2 These changes were concerned with the sub- 
stitution of iron and later steel for wood in the 
construction of ships and steamships for sailing 
vessels. 
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States” accompanied with the usual 
proviso in regard to treaties.'_ While 
no discounts under this clause have 
been granted to imported articles car- 
ried in American vessels,’ the insertion 
of this subsection in the Act of 1913 is 
some indication of the rising influence 
of shipping interests. 

The World War gave a great im- 
petus to the growth of the American 
mercantile marine. From June, 1914 
to June, 1919, according to Lloyd’s 
Register of Shipping, it increased from 
about 5,500,000 gross tons to 13,091,- 
773 gross tons,* and in June, 1920, 
amounted to 16,049,289 gross tons. 
Most of this great development has 
taken place in that part of our shipping 
engaged in foreign commerce. The 
movement to conserve this growth and 
maintain on the high seas the position 
attained during the war resulted in 
the passage in 1920 of the Merchant 
Marine Act. Among its several pro- 
visions for the development and main- 
tenance of American shipping is the 
following: 

Sec. 34. That in the judgment of Con- 
gress, articles or provisions in treaties or 

* Act of Oct. 3, 1915, sec. 4J, 
and 7. 

2 The question arose whether or not a 5 per 
cent discount should not be allowable on all goods 
carried in American vessels and vessels of foreign 
countries with which we had reciprocal treaties. 
It was held by the Supreme Court of the United 
States that the provision was operative only 
when goods came in vessels of countries with 
which the United States had no agreement. 243 
U.S. 97 of 1917. 

Lloyd's Register of Shipping, 1914-1915, I, 
pp. 960, 961 and 1919-1920, II, p. 960. The 
figures for 1914 in Lloyd are 4,330,078 gross tons 
steam, and 1,038,116 net tons sail. Adding the 
gross tons of steam vessels and the estimated 
gross tons for sailing ships the total would be 
approximately 5,500,000 gross tons. This figure 
does not include a considerable tonnage of river 
craft, barges, motor boats and certain wooden 
vessels on the Great Lakes. These are added in 
the published figures of the reports of the Com- 
missioner of Navigation, whose total for 1914 is 
7,928,688 gross tons instead of 5,500,000. 
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‘Discrmawatory Duties on Imports 


conventions to which the United States is a 


party, which restrict the right of the United 


States to impose discriminating customs 
duties on imports entering the United 
States in foreign vessels and in vessels of 
the United States, and which also restrict 
the right of the United States to impose 
discriminatory tonnage dues on foreign ves- 
sels and on vessels of the United States 
entering the United States should be ter- 
minated, and the President is hereby 
authorized and directed within ninety days 
after that act becomes law to give notice 
to the several Governments, respectively, 
parties to such treaties or conventions, 
that so much thereof as impose any re- 
striction on the United States will termi- 
nate on the expiration of such periods as 
may be required for the giving of such 
notice by the provisions of such treaties 
or conventions. 


This act, and especially the provision 
quoted, has excited a great deal of 
attention abroad, and the announce- 
ment of its passage has been followed 
by threats of retaliation. It is reported 
that no action has yet (December, 
1920) been taken with a view to term- 
inating existing treaties, but such 
action is anticipated and provided for 
in the law. 

The expediency of reverting to this 
discriminatory practice may be briefly 
considered with reference, first, to the 
protection of the mercantile marine of 
the United States so rapidly developed 
during the war, and second, to the 
advisability of resorting to such means 
in order to attain the end sought. 

1. The need of a national mercantile 
marine is not based upon the same 
grounds as formerly, and barring the 
importance of such a fleet in furnishing 
auxiliary cruisers in time of war, is not 
so urgent.' The functions of merchant 


See a fine statement of this side in Referen- 
dum No. 29 on Report of Committee on Ocean 
Transportation Regarding Government-Owned 
Merchant Ships—Arguments in the Negative, 
Chamber of Commerce of United States of 
America. 
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and ocean carrier have become more 
differentiated than formerly. While 
large manufacturing and trading com- 
panies ‘often own the vessels which 
transport their goods, this combina- 
tion of functions is now largely con- 
fined to companies producing bulky 
commodities in large quantities, which 
find that by owning and operating their 
own vessels they avoid much loss of 
time and uncertainties with reference 
to proper space and service. Neither 
is the association of government and 
carrying trade so close as formerly. 
The commodities shipped by the mer- 
chants of one country are now often 
carried safely and expeditiously in 
vessels flying the flag of another. 

The government of the world, how- 
ever, is carried on by nations, and 
when foreign commerce is discussed 
people think of it in terms of national 
units. A large merchant fleet flying 
the flag of a country on the high seas 
and in foreign ports does exert some 
psychological influence. It advertises 
the country. 

With these considerations in view 
we see the United States at the close 
of a world crisis possessed of a greatly 
enlarged merchant marine. Has this 
transformation been in accord with the 
economic conditions of the country or 
is it merely an artificial, and therefore 
temporary, development, due to a 
great world emergency? This ques- 
tion has been discussed elsewhere by 
the writer! and just a few observations 
will be made here. 

The decline of American shipping 
after 1860 is connected with the intro- 
duction of iron and later steel vessels 
and the substitution of steam for sail- 
ing tonnage. It was due mainly to the 
higher cost in this country of iron, 
steel and coal. Until the late nineties 
steel plate and structural steel were 


1 The American Economic Review, June, 1920, 
“The War and the World’s Mercantile Marine.” 
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higher in price here than in England. 

_ For a long time bunker coal at our 

Atlantic seaboard was also more ex- 

pensive. Added to these handicaps 

_ were greater labor costs both in build- 

ing and in operating vessels. Before 
the war broke out these conditions had 
me changed. Steel and coal had become 
appreciably cheaper, and while labor 
cost remained high it formed a smaller 
fraction of the total cost of operation 
than in earlier years.' The recent 
change from the use of coal to that of 

il also favors the operation of vessels 
by American concerns.’ 

On the other hand for two genera- 
tions the United States has been a 
country whose principal industrial 
interests have been devoted to land 
pursuits. As a result the country has 
a very limited sea-faring population 
and now lacks the experience which 
certain European countries have in the 
conduct of shipping operations on an 
international scale. We have, there- 
fore, a hiatus between economic posi- 
tion and experience; and it is to bridge 
this gap that some protection may be 
temporarily necessary. 

2. Is, however, a return to discrim- 
inatory import duties the best means 
of safeguarding our newly acquired 
position as the second maritime nation 
of the world? A very common experi- 
ence with industrial advances, as with 
political and social reforms, is the 
occasional reversion to practices which 
have been outgrown or found out of 

? It is difficult to give any definite percentage 
of the total cost of operation which is properly 
attributable to labor engaged directly in the sail- 
ing of a vessel. It is, however, smaller than 
commonly supposed. Ten per cent is a large 
proportion for coal-burning freight vessels. 

? There is, of course, involved in the statement 
‘ the question of the exhaustion of oil resources 

and the possible monopolization of oil in other 
parts of the world by foreign concerns. For some 
time the British monopolization of the Mesopo- 
tamian and Persian fields was reported, but this 


has since been denied. 
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harmony with more highly developed 
social conditions. Reciprocal freedom 
of trade was attained only after much 
struggle with a growing realization 
that the practice of discriminatory 
rates invariably led to retaliation. Al- 
ready measures have been taken by 
Japan to retaliate if certain provisions 
in the Merchant Marine Act, including 
the one quoted above, are carried out,! 
and hints of similar reprisals are made 
in Europe. 

Another fact to be considered in this 
connection is the general character of 
our export trade and the probable 
effect of foreign retaliatory measures. 
In the calendar year 1919 over 33 per 
cent of our exports consisted of manu- 
factures ready for consumption; about 
12 per cent, of manufactures for further 
use in manufacturing; and over 25 per 
cent, of foodstuffs partly or wholly 
manufactured. Only about 20 per 
cent consisted of crude materials for 
use in manufactures—the bulk of it 
being raw cotton.2. In other words 
about 70 per cent of our exports are 
manufactured articles, in many lines 
of which retaliatory measures on the 
part of foreign governments are likely 
to undermine the American competi- 
tive position. Furthermore, coming 
at a period when the foreign exchange 
situation is likely to favor the foreign 
producer, such a step appears ill- 
advised. 

There is, however, a_ justifiable 
resort to discriminatory legislation of 
the character considered above in 
cases where American vessels are prac- 
tically excluded from trade by foreign 
conference lines. To illustrate: The 
United States imports a large amount 
of Egyptian cotton. All of this cotton 
comes to this country in foreign vessels. 
There are American ships operating in 


1 The Economic Review (England), Nov. 19, 
1920, p. 29. 
* The Statistical Abstract, 1919. 
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the eastern Mediterranean, but thus 
far practically every American vessel 


_jeaving Alexandria goes away empty. 
_ This loss of freight is ascribed to a 


powerful British combination which 
excludes the ships of this country from 
any participation in its conferences or 
trade. Similar exclusive combinations 
exist in other parts of the world.! The 
imposition of discriminatory customs 
duties against the products carried in 
the vessels of countries whose shipping 
organizations or conferences clearly 
exclude American companies from any 
participation in trade would be justifia- 
ble and probably feasible. Treaties 
granting reciprocal liberties to the 
shipping of the contracting parties 
might be so framed as to provide some 
protection against discriminatory prac- 
tices on the part of private combina- 
tions.” 

While the resort to discriminatory 
tariff rates as a regular policy is a re- 
version to an earlier practice that the 
commercial world has outgrown it 
does not follow that some aid or pro- 

1 Hearings before Committee on Commerce, 
United States Senate, 66th Congress, Ist Session, 
pp. 299, 300; Testimony of J. H. Rosseter of 
Emergency Fleet Corporation. The Sunday Star, 
Washington, D. C., January 2, 1921. 

? It is difficult to suggest anything definite here 
as conditions vary greatly. In many parts of 
the world American vessels participate in trade 
on the same terms as vessels of other countries. 
The sudden emergence of the United States as 
a maritime power has excited some concern on 
the part of other countries and some large ship- 
ping combinations are apparently attempting to 
“swat infant shipping industries.” 
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tection should not be rendered to the 
new shipping. Many suggestions have 
been made, among which may be cited 
the establishment of coaling stations 
abroad along important trade routes,’ 
assistance to shipping companies in 
securing experienced agencies in other 
countries to obtain cargoes,* the crea- 
tion of free ports in Virgin Islands, 
Porto Rico, Panama and Philippines,® 
temporary subsidies to lines operating 
between the United States and regions 
whose future growth promises to pay 
for the outlay,‘ and the sale of govern- 
ment-owned ships at prices low enough 
to induce purchasers to invest and the 
absorption by the government of the 
difference between such prices and the 
war cost as a war loss.5 A noteworthy 
fact in connection with suggested aids 
is the almost entire absence of any 
demand for general ship subsidies. 

It is not the purpose of this article 
to discuss any of these suggestions or 
others that have been urged. Some of 
these proposals will, in the judgment of 
the writer, mean more for the upbuild- 
ing of the American merchant marine, 
if properly carried out, than discrimi- 
natory tariff rates against commodities 
imported in foreign vessels, and will not 
cause the irritation which discrimina- 
tory legislation is bound to incur. 

1 Hearings before Committee on Commerce, 


U.S. Senate, 66th Congress, Ist Session, pp. 425 


2 Ibid., pp. 421, 422. ; 
* Tbid., p.- $91. 
Ibid., pp. 607-609 and 750-754. 
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The Railroad Rate Discrimination Provision of the 


Merchant Marine Act 1920 


By Sruart Daacert, Pu.D. 


alte” 


Dean, College of Commerce, University of California 


ECENT legislation relating to 
the United States merchant 
marine has raised questions relating to 
the regulation of railroad rates in the 
interest of American shipping which 
are of much immediate importance. 
These questions are connected with 
the interpretation and administration 
of section 28 of the new shipping law. 

Section 28 of the Merchant Marine 
Act of 1920 forbids rail carriers to quote 
export or import rates in connection 
with ocean vessels not documented 
under the laws of the United States 
which are lower than rates on like 
commodities, moving similar distances 
over the same route, in the same direc- 
tion, but remaining exclusively within 
the United States. The law provides, 
however, in mitigation of the severe 
rule laid down in its opening sentences, 
that the Interstate Commerce Com- 
mission may suspend the operation of 
the act in the matter of export and im- 
port rates when the United States 
Shipping Board certifies to it the lack 
at specified ports of an adequate supply 
of American vessels to handle the 
business offering. The suspension is 
to continue until, in the opinion of the 
Shipping Board, the supply of Ameri- 
can vessels has become adequate. 

The first proposal for legislation of 
the character here summarized ap- 
pears in section 30 of H. R. 10378 as 
reported to the Senate by Senator 
Jones, of Washington, in May, 1920. 
Mr. Dean, general counsel for the 
Shipping Board, says that this matter 
of discrimination in rates was brought 
to his attention in the middle of the 
year 1919, but that nothing was done 
at that time nor later, until Admiral 


Benson became a member of the 
Board. Indeed, a representative of 
the Seattle Chamber of Commerce 
who called upon Senator Jones as late 
as March, 1920, was told that, al- 
though some legislation with regard to 
export rates had been suggested, there 
was nothing of the sort in the pending 
Merchant Marine bill, and that the 
matter was dead. The same informa- 
tion was given to Mr. H. A. Dunn, of 
San Francisco. 

When, in March, 1920, Admiral 
Benson became chairman of the Ship- 
ping Board, the situation changed. 
The new chairman was earnestly 
in favor of developing an American 
merchant marine. As a means to 
this end, he promptly decided that 
any discrimination which might be 
granted by railroads to export traffic 
should be limited to traffic which made 
use of American ships. To make his 
point of view effective, Admiral Benson 
had an amendment prepared, which he 
sent, with a letter strongly urging its 
adoption, to the Senate Committee 
on Interstate and Foreign Commerce. 
This was after the formal hearings on 
the Jones bill had been closed, but 
while the bill was still in conference. 
Mr. Dean discussed the amendment 
with Senator Jones, who thought well 
of it. The proposal was adopted first 
by the subcommittee in charge of the 
bill, then by the whole committee, and 
still later it was passed by Congress 
itself as section 28 of the Merchant 
Marine Act of June 5, 1920. Such is 
the history of this particular provision 
of the law. 

The arguments in favor of section 
28 are all based upon the assumption 
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that the time has come when federal 


assistance should be extended to 
an American merchant marine. Both 
Senator Jones and Admiral Benson 
have been outspoken on this point. 
The supporters of the measure were 
doubtless originally influenced by the 
fact that the Government possessed 
some seven million tons of shipping, 
which could neither be sold at an 
acceptable price nor be operated by 
the Government at a profit. This 
tonnage had not been acquired for 
commercial reasons, but it represented, 
none the less, a large investment on 
which it was desirable to earn a fair 
return. The fundamental justifica- 
tion for section 28, however, in the eyes 
of its original promoters was, un- 
questionably, their conviction that its 
effect would be to build up an Ameri- 
can marine in private as well as in 
Government hands which would afford 
profitable employment for American 
capital, and would advance the interests 
of American foreign trade. In this re- 
spect, indeed, section 28 was only one 
of a number of provisions in the new 
law looking toward the protection of 
American shipping. Other sections in 
the Merchant Marine Act designed for 
the same purpose provided for the 
extension of the coastwise laws of 
the United States to the Philippine 
Islands, the repeal of the statute 
authorizing the admission of foreign- 
built vessels to American registry, and 
for the partial exemption of shipown- 
ers from income and excess profits 
taxes for ten years on condition that 
they annually invest in ship construc- 
tion an amount equal to the taxes 
which they would otherwise have paid 
to the Government. 


OBJECTIONS TO SECTION 28 


It is natural that objections to sec- 
tion 28 should come from persons who 
oppose subsidy — as such. 
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Yet this section is also vigorously op- _ 
posed by those who believe in strength- — 
ening the American merchant marine 
but declare that an attempt by the 
method here proposed will fail in its 
purpose, or will succeed only after 
causing intolerable loss to certain 
geographical districts. Because of the _ 
necessary brevity of this discussion we __ 
will consider only objections of the — 
second type. 


On May 28, 1920, the San Francisco _ 


Chamber of Commerce wired a message 
to its representative in Washington, 
declaring that the merchants in San 
Francisco were emphatic and unani- 
mous in the belief that no restriction of 
any nature or kind in reference to the 
flag carried by the ship or in direct ref- 
erence to rail import and export rates 


should be imposed. The Chamber ites 


added, in explanation, that it felt that 
the operation of section 30 (section 28 
in the law as finally enacted) would im- 
mediately divert tonnage from the 
Pacific Coast to eastern seaports and 
would also provoke retaliatory meas- 
ures by foreign countries. This dis- 
patch was followed by dispatches to 
other chambers of commerce in the 
Far West, and by ‘the issuance of a 
questionnaire in June, which was cir- 
culated among trading and transporta- 
tion companies in San Francisco, as 
well as among chambers of commerce 
north and south. Other coast cities 
gave similar prompt consideration to 
the pending legislation. 

The result of this preliminary dis- 
cussion, and of an active correspond- 
ence which accompanied it, was that it 
presently became the deliberate and 
official judgment of the merchants of 
San Francisco, Seattle, Tacoma, Port- 
land and San Diego, that section 28 of 
the Merchant Marine Act would work 
to the injury of ports located upon 
the Pacific Coast in the following 
ways. 
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1. It would divert tonnage from western 
to eastern seaports. 

2. It would divert tonnage from Ameri- 
can to foreign ports. 

$. It would provoke retaliatory legisla- 
tion by foreign countries. 

4. As a consequence of the dislocation of 
trade which would follow a reduced ocean 
tonnage and retaliatory legislation abroad, 
the application of section 28 would lead to 
a reduction in westbound freight move- 
ments over the transcontinental railroad 
lines which in time would produce a scarc- 
ity of cars for eastbound business, and pos- 
sibly would make necessary an increase in 
local railroad rates. 


The Pacific Coast cities thus took, in 
May and June, 1920, the position of 
active critics of the new law. Los 
Angeles, it may be added, did not join 
in this expression of opinion, but stated 
the view that American business men 
would prove able to control the routing 
of their exports, and that section 28 
would have a desirable effect in en- 
couraging American shipping. 

I am inclined to doubt if the passage 
of the Jones bill will lead to damaging 
legislation on the part of foreign coun- 
tries. It is true that the bill has al- 
ready provoked caustic comment in the 
English press. The London Fairplay, 
for instance, terms the Merchant 
Marine Act, and section 28 of that act 
in particular, a direct attempt to drive 
other nations from the shipping busi- 
ness of the United States, and hints 
broadly that England will take cor- 
responding action with respect to serv- 
ices which that country controls. It 
is clearly possible that some hostile 
legislation abroad will have to be en- 
countered. On the other hand, the 
strong position of the United States in 
international trade, and the fact that 
section 28 treats all foreign nations 
without distinction, may be trusted 
to keep this reaction within bounds. 
Neither China nor the west coast of 
South America possesses important 
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merchant marines which will impel 
either of them to reprisals upon the 
commerce of the United States, while 
countries which deal with the Atlantic 
seaboard of the United States at pres- 
ent suffer no handicap there from the 
new law. The principal marines to 
be affected in the near future are the 
Japanese and such of the English ves- 
sels as ply upon the Pacific; and 
opposition from these sources public 
opinion in the United States seems 
disposed to disregard. 


Rate MAKING AND THE Far WEST 


With respect to the probable diver- 
sion of traffic from ports on the west- 
ern seaboard, however, the Pacific 
Coast cities have made out a clear 
case, at least under present conditions 
as to supply of ships. To understand 


-the situation, one must remember that 


export and import rate making is of 
more practical significance to the Far 
West than to any other part of the 
country, and that, accordingly, inter- 
ference of any sort with export or with 
import rates has there a more far- 
reaching effect. In fact, there are no 
export rates in force on movements 
from the interior of the United States 
to the Atlantic seaboard outside of the 


longstanding differentials to Boston, 


Philadelphia and Baltimore; and while 
export rates are quoted to the Gulf 
cities, the differences between domestic 
and export rates are not so great on 
southern as on western hauls, nor are 
the rail distances so great in the South 
as they are in the West. 

A very good illustration of the im- 
portance of western export rates may 
be found in the case of rates on iron and 
steel. Before the recent increase in 
charges, the rail rate from Pittsburgh 
to New York on iron and steel was 27 
cents a hundred pounds, the ocean rate 
from New York to the Orient was 89 
cents per hundred pounds; the com- 
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bined ocean and rail rate from Pitts- 
burgh to the Orient was, therefore, 
$1.16. The domestic rate on iron and 
steel from Pittsburgh to Seattle was 
$1.37, or 21} cents in excess of the 
total charge from Pittsburgh to the 
Far East via New York. In order to 
secure some portion of the Pittsburgh 
export business, however, carriers west 
of Pittsburgh quoted an export rate of 
60 cents per hundred pounds, which, 
added to an ocean rate of 60 cents, 
made a total of $1.20 per hundred 
pounds for the movement via the 
Pacific seaboard of the United States 
as against a rate of $1.16 via New York. 
Under this adjustment Seattle was able 
to handle $2,500,000 worth of iron and 
steel bound for the Orient during the 
first three months of 1920, as against 
some $13,000,000 worth which traveled 
via New York. It is perfectly evident, 
however, that except for the low export 
rate not a pound of export steel would 
have moved west from Pittsburgh. 

The Portland Chamber of Commerce 
points out that what was probably in- 
tended when the authors of the Jones 
bill forbade carriers to quote export or 
import rates in connection with vessels 
not documented under the laws of the 
United States was that operators of 
foreign-owned vessels should be com- 
pelled to absorb the difference between 
domestic rates (which, under section 
28, would obtain on exports or imports 
moving in foreign-owned vessels) and 
preferential export rates (which would 
continue to obtain on imports or ex- 
ports moving in American-owned ves- 
sels) so as to enable American-owned 
vessels to compete advantageously 
with foreign-owned vessels. Foreign 
carriers can not, however, absorb a dif- 
ferential when it amounts to more than 
the entire ocean rate, and fhe result is 
likely to be, if section 28 is actively 
enforced, that foreign-owned vessels 


will abandon Pacific ports in favor 


either of Canadian ease or of ports on | 


the Atlantic. If this occurs, moreover, 


it will be logical to expect diminished — 


business for the transcontinental rail 
carriers, and dislocation in the traffic 
and rates on these railroads. 


ATTITUDE or INTERSTATE COMMERCE | 


CoMMISSION 


Defenders of the policy of railroad — 


> 


discrimination in favor of goods carried — 


in American vessels have taken the po- 


sition that, though the law, when en- 


forced, might tend to produce certain _ 


undesirable diversions of tonnage, such 


as the diversion of oriental freight from _ 


Seattle to Vancouver or from San > 


Francisco to New York, both the 
Shipping Board and the Interstate _ 


Commerce Commission will take posi- 
tive action to prevent such diversion. 


It is not clear what the Shipping Board 2 b 


will be able to do in such matters except 


to allocate vessels, and, possibly, to — 


modify ocean rates. It is, however, 
plainly expected that the Interstate 


Commerce Commission will prevent _ 


oriental freight originating in the 


United States from leaving the conti- _ ‘ 


nent via Canadian ports by refusing to 
allow American rail carriers to quote 
through or export rates on business so 
routed; it is also expected that the 
Commission will be called upon to 
exercise its power of embargo to check 
the diversion of freight from American 


to foreign ports or from ports in the | 


western United States to ports in the 
eastern section of the country. This 
point of view is explicitly presented in a 
statement by Admiral Benson under 
date of July 2, 1920, from which the 
following extract is taken: 


The Interstate Commerce Commission is 
aware of the necessity for preventing the 
distorting of traffic upon the railroads of the 
United States such as would be accom- 
plished by an effort by foreign carriers to 


divert the export and inpent tealile now 
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United States and the Orient, either to 
British Colombia or to ports of the Atlan- 
tic. 

The movement of a certain share of the 
Oriental business over western American 
rail lines is necessary to prevent increased 
costs of transportation of foodstuffs be- 
tween the West and the centers of popula- 
tion. . . . Any effort on the part of 
foreign carriers to accomplish the diversion 
of such business would be undoubtedly 
considered an ‘‘emergency”’ under which the 
Interstate Commerce Commission would 
act through absolute embargo, if necessary, 
to prevent such effort from being successful. 

Surely no sane citizen of the United 
States in full possession of all the facts 
would be so unjust as to charge that any 
department of the Government would do 
other than take whatever action was neces- 
sary to protect the interests of the United 
States and maintain undisturbed the move- 
- ments over American rail lines, the balanc- 
ing of which is so essential to the public 
weal, 


s The position of Admiral Benson as 
im forth in the preceding paragraphs is 


understandable. It may be permitted, 

however, even to a “sane” person to 

doubt whether the Interstate Com- 
merce Commission can control the 
movement of that great volume of 
traffic originating in the territory close 
- to the Great Lakes and to the Canadian 
border, and, further, whether the Com- 
‘mission is ever likely deliberately to 
divert business from ports on the 
eastern seaboard solely in order to dis- 
tribute it among other sections which 
for one reason or another may desire a 
: share. Certainly this may be done if 
- eastern terminals are unable to handle 
the freight; but inability of this sort is a 
temporary matter, and traders in the 
West frankly disbelieve in the willing- 
- ness of any branch of the Government 
to force traffic out of its natural chan- 
nels over any considerable period of 
time in order to protect the interests of 


any group of men, 
re: 


moving between Pacific Coast ports of the 
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Of some interest in this connection 
is the fact that the Tacoma Chamber 
of Commerce passed a resolution in 
August, 1920, requesting the Shipping 
Board to call upon the Interstate 
Commerce Commission to establish 
immediately and enforce an embargo 
against the movement of all freight 
through Atlantic and Gulf ports via 
the Panama Canal route to trans- 
Pacific ports, and to direct the move- 
ment of all such freight through Pacific 
Coast ports via the transcontinental 
railroads. The Shipping Board re- 
fused to comply with the resolution on 
the ground that the subject was one 
which should be taken up directly with 
the Interstate Commerce Commission. 

When Congress passed the Merchant 
Marine Act, the prompt protests of 
western cities led, on June 14, to the 
suspension of section 28. This suspen- 
sion was ordered by the Interstate Com- 
merce Commission at! the instance of 
the Shipping Board, and was to last for 
ninety days. Following up their orig- 
inal success, Pacific Coast shippers 
organized to secure a further suspen- 
sion. An indefinite suspension with a 
long notice of withdrawal was pre- 
ferred. There was talk of a conference 
between representatives of coast cities, 
and statistics were compiled showing 
that out of 258 trans-Pacific departures 
from Pacific Coast ports during the six 
months ending May 31, 1920, 124, or 
nearly one-half, had sailed under 
foreign flags. Nothing came of the 
proposed conference, and no meeting oc- 
curred between Admiral Benson and 
western shippers, but an additional 
suspension was secured until January 
1, 1921, under such conditions that 
western men now (December, 1920) 
believe that there is no immediate 
likelihood of enforcement of the law. 
They are probably correct in this; cer- 
tainly the expressions of Senator Jones 
and of Admiral Benson have been 
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emphatic to the effect that the dis- 
puted section will not be applied until 
American tonnage is adequate. In 
a formal statement on July 2, 1920 
(already mentioned), Admiral Benson 
said: 

As section 28 is to be used only where 

there is ample American tonnage to handle 
the export commerce to any particular port 
in a foreign country we can not 
conceive how anyone who has studied the 
law can assume that the Shipping Board 
would make any general application of this 
section. 
A little over a month later Senator 
Jones told a group of port representa- 
tives at Tacoma, Washington, a very 
similar thing, namely, that he did not 
propose to drive foreign ships from 
American ports until there were Ameri- 
can ships to take their places. Still 
another important expression of policy 
in this matter is to be found in the 
reply of the Shipping Board to the res- 
olutions of the Tacoma conference re- 
questing that the provisions of section 
28 of the Merchant Marine Act be 
suspended indefinitely, and that six 
months’ previous notice of the date of 
its effectiveness be given. The Board 
declined to comply with the resolution, 
but observed: 

You may be assured that the provisions 
of this section (section 28) will be admin- 
istered by the Shipping Board with the 
utmost discretion, and that, as provided 
in the bill, they shall not be enforced unless 
and until adequate American shipping is 
available. In view of all this, it is felt that 
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it is better to suspend the operation of this 
section from time to time, rather than to 
cause an indefinite postponement of its 
effectiveness. 


There is some difficulty in determin- | 


ing whether the present conciliatory (ae 


attitude of the Shipping Board is due 


to the vigorous protests of western _ 
shippers, or whether the policy now an- 


nounced is the one which was in mind 
from the beginning. The absence of 
any public discussion of section 28 
until after the Merchant Marine Act 
had been passed leaves the ordinary 
citizen in the dark in matters such as 
these. It does, however, seem reason- 
ably probable that the clauses in the 


act relating to export and to import — 
rates will not now become operative for — 
a considerable time, and that when the © 
section containing them is enforced the © 


Shipping Board will proceed cautiously 
with full attentiorf to the adequacy or 
inadequacy of American shipping at 
each and every port affected. I ques- 
tion whether the Shipping Board would 
have exercised the same degree of 
deliberation had the western communi- 
ties been less well organized, and the 
grounds for their objections less forci- 
bly presented. As a matter of fact, 
Pacific Coast cities believe that section 
28 is dead, and no longer press their 
opposition to it. The section is not 
dead, yet it is to be hoped that the 
recent full discussion of its possibilities 
has lessened the danger that this law 
will be applied. 
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EFLECTION will convince one 
that war or fear of war lies back 

of nearly all advocacy of protective 
tariffs, subsidies to merchant marines, 
bounties to exports and most other 
forms of direct and indirect encourage- 
ment or restriction of trade in so far as 
such advocacy is for the public welfare 
rather than for special interests. If all 
danger of war is removed, some parts 


of the infant industry and allied argu- 
ments will remain, but most of them 
and practically all of the other argu- 


ments in so far as they are alleged to be 

economic rather than military fall to 
the ground. In this class are the 
home market and+¢wage arguments 
with their several variations. 

The military argument has usually 
been called political rather than eco- 
- nomic, though in reality it may be 

_ considered just as much of an economic 
argument as any other. Expenditures 

for armies and navies have drained the 
resources of nations and peoples from 
time immemorial. It is true that this 
has meant an awful waste of money 
and strength and blood and in that 
_ sense it has not been economical. But 
an army and a navy may be considered 
economic, and not merely political as 
opposed to economic, in much the 
same way as police, firemen, shepherds, 
safety vaults, locks, roofs, clothing and 
_ other protective means and devices are 
economic. Where there is danger of 
fire, a wise man is willing to spend 
_ something to prevent it, to lessen its 
damage or, if it actually occurs, to help 
recoup his losses. In certain cold and 
humid regions, farmers go to great 
expense to protect grain and stock by 
building shelter, whereas in dry and 
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Government Restriction and Promotion of Foreign 
Trade 


By Roy G. Buiakey, Pu.D. 
School of Business, University of Minnesota 
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warmer regions, much less or no shelter 
may be built for equally valuable 


property. 
Expenses ror Minitary PROTECTION 


One might ask, what expense for 
military protection is justifiable? 
That depends upon the cost of the 
protection and the relative value of 
what is to be protected. Ten dollars 
per capita per year might or might not 
be justifiable for police protection. 
Few cities would consider $1,000 per 
capita per year justifiable, even though 
it were known in advance that the 
higher expenditure would result in a 
10 per cent decrease in the number of 
priceless lives lost through murder. 
Likewise with the diversification of 
industry, the protection and develop- 
ment of key industries, the subsidizing 
of a merchant marine and all other 
subsidized activity that looks towards 
national self-sufficiency and prepara- 
tion for war or against war and its 
effects. We should remember that in 
so far as any such preparations are 
economical immediately and for their 
own sakes, they need little or no sub- 
sidizing; that most of them involve a 
cost; in some cases, very great and 
lasting costs. Before we assume these 
costs we should inquire very carefully 
whether the costs involved are likely 
to be justified. What will be the 
direct and indirect costs in adopting 
the proposed protection entailed? 
What is the danger of war? What 
losses will be probable in case of war? 
Will this proposed preparation really 
be effective? Are there more effective 
ways in which we can direct our efforts 
and resources? 
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anit All of these questions involve per- 


sonal judgments concerning highly 
problematical things and, consequently, 
it is impossible to arrive at a definite 
and exact scientific determination of 
many of them. The danger of war 
and the best methods of preventing it 
or of minimizing its evil effects are in 
large measure matters of individual 
opinion. If you think they are greater 
than I do, it is not likely that I can 
prove to your satisfaction that you are 
wrong and Iamright. You are willing 
to go to a greater cost for insurance 
thanIam. What the masses of people 
in the United States will consent to is 
likely to determine how far we will go 
in this or that direction, though their 
mass judgment may be very incorrect. 
The better the. masses are informed, 
however, the more the probability of 
wise judgments. 

But the judgment or the feelings of 
the masses are likely to be determining 
not so much in the initiating as in the 
checking of policies initiated by lead- 
ers, especially by the leaders of indus- 
try. Looked at from certain points of 
view, we may say that we owe modern 
civilization to the leaders of industry. 
In their search for profits they have 
increased the welfare of the whole race 
but they are also chargeable with 
many backsets. One of the most far- 
reaching fallacies connected with the 
whole free-trade and laissez-faire school 
is the implication that men in pursuing 
their own interests promote thereby at 
the same time the interests of society 
at large. Perhaps this is generally 
true, and Adam Smith and others who 
preached revolt against the excessive 
governmental restriction of their day 
did the world a good service. But 
there are many exceptions to this rule. 
While the farmer benefits himself and 
society at large by producing large 
crops of corn and wheat, and the shoe- 
maker does likewise for himself and 
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society when producing shoes 
ly and cheaply, it does not follow that _ 
because the saloon-keeper’s business 
profitable to him that it is also profit- _ 
able to society, nor that because a_ 
trust increases its profits by limiting hae 
supply rather than increasing it that —__ 
such a practice is beneficial to society, | 
nor that because a railroad makes 
profits by preventing other railroads 
from getting good terminal sites 
society at large is benefited thereby 
Similar arguments by protectionists 
are no sounder than those used by 
devotees of laissez-faire. Because pro- — 
tection benefits some industry, or the 
men who conduct it, is no proof that it _ 
benefits society at large. The sub- 
sidy that is given to the industry is 
frequently subtracted in full, or more _ 2 
in the form of higher prices, from the hives tt? 
consumers of the nation at large. If 
the protected industry is efficient as 
compared with other industries, it 
needs no such subsidy and, if it is given, 
it is an out and out contribution of net | 
profit to the proprietors; if theindus- = 
try is inefficient so that it needs such a 
subsidy, then the gift of consumers goes _ 
to pay for inefficiency of proprietors _ 
who do not gain as much as the con- 
sumers lose. The nation sustains a — 
net loss. 
Many manufacturers realize that — 
they can extend their plants and pay 
better wages if they have protection, 
hence they argue that business in 
general and wages in general would be 
better if protection were generally 
practised. But this is an argument 
from the specific to the general that 
leads to false conclusions. One might 
as well make the following argument: 
If the United States Treasury would 
donate to my business $100,000 each C0 
year, I would be more prosperous,‘and __ 
could extend my plants and employ 
more labor at better wages. If this is 
true of me it would be true of my neigh- 
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bor in his business also, and of his 
neighbor and so on until it included all 
the businesses in the United States, or 
the world. But one asks, where do 
all of these hundreds of thousands of 
dollars which the Treasury hands out 
to manufacturers come from? From 
the pockets of the people in the form 
of taxes or higher prices. How much 
better off are they by reason of high 
wages if all the increase in wages 
comes out of taxes or prices which they 
themselves paid? If there is a com- 
mon pool into which every one puts 
money and out of which every one 
takes money, the ones who can get out 
more than they put in are better off 
because of the arrangement; the ones 
who take out less than they put in are 
necessarily worse off. Society as a 
whole neither gains nor loses anything, 
assuming there is no expense attached 
to running the management and no 
leakage from the pool. Usually, there 
is some expense involved in operation, 
and the greater the number and the 
more inefficient the industries that are 
sustained (the others need no sustain- 
ing), the greater the leakage and the 
loss to society in general, even though 
particular industries do manage to get 
away with more than they put in and 
even though they divide part of their 
gain with their employes in the form 
of increased wages. If they are bona 
fide infant industries well adapted to 
the country, then later on they can pay 
back into the common pool enough to 
make up for the excess they previously 
took out. 

This reasoning on the part of indus- 
tries that want protection is very 
similar to make-work arguments on 
the part of labor which the manufac- 
turers are’ very quick to condemn. 
Laborers see that if they limit their 
output, it will take more laborers to do 
a given amount of work; and the more 
laborers the employers will need, the 
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higher the wages all laborers will get. 
Any employer can point out the 
fallacies in the argument without hesi- 
tation, but the laborer has frequently 
been led to follow the manufacturer 
with his full-dinner-pail fallacy. 

Industry and commerce in all of the 
leading nations of today are organized 
for profit, for the personal profit of 
owners and managers, and government 
is considered the handmaiden of bus- 
iness rather than business the hand- 
maiden of government. Business men 
seeking their own profit, and often 
really thinking that they are also 
promoting the interests of their coun- 
try, take steps and advocate business 
and government policies that inevi- 
tably provoke war. As regrettable as 
it may be, the common attitude of the 
business man as well as of the laborer 
regarding his own business or work is 
to make the most possible for self and 
to think very little about social welfare. 
In matters that do not touch his profits 
or wage immediately, he may have a 
fairly well developed social conscience, 
but in these immediate matters he 
frequently has little effective regard 
for the public welfare, or he can easily 
argue himself into believing that what 
is good for him is the thing for him to 
do. Probably we are all much alike 
under similar circumstances, but it is 
important for social welfare that there 
be a large enough body of intelligent 
and socially-minded opinion on each 
vital matter of policy to prevent inter- 
ested parties from leading the nation 
into pitfalls. Frequently contrarily 
interested parties are even more effect- 
ive than disinterested and unbiassed 
ones. 

Prior to the Spanish-American War, 
the people of the western hemisphere 
had been so busy exploiting the re- 
sources of a new continent that they 
paid little attention to old world mat- 
ters. Their industries had been pre- 
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extractive, though for about 
a century the people of the United 
States had been developing manufac- 
turing rather rapidly. These new man- 
ufacturers had to contend with those 
of Europe, especially with those of 
England, and they called for protective 
tariffs to shut their competitors out 
of the home market. By the end of 
the nineteenth century, leading United 
States manufacturers had progressed 
to a point where they could take care 
of the home market; in fact, many of 
them were producing a surplus for 
export. America’s comparative isola- 
tion was at an end. 


IMPORTANCE OF ForEIGN MARKET 


The importance of the foreign mar- 
ket has been dramatically impressed 
upon the people of America since 1914. 
The interests of American manufac- 
turers, farmers, laborers, merchants, of 
everybody are seriously affected by 
the inability of Europeans and others 
to buy what they vitally need. Many 
of our people are beginning to see as 
they never saw before that America 
can not be isolated and commercially 
independent, that order and credit and 
the production of goods in Europe are 
important factors in determining 
American welfare. Some see also that 
if European and other countries pay 
their debts to the United States that 
the United States must have a surplus 
of imports rather than a surplus of 
exports as prior to the war. In fact, 
if the principal of the debt is neither 
increased nor decreased and only the 
interest is paid, the United States must 
accept a surplus of imports and have a 
so-called “‘unfavorable” balance of 
trade. That is what some call the 
penalty and what others consider the 
advantage of being a creditor country. 
Americans are likely to hold up their 
hands in horror when the flood of 
imports begins to arrive. 


The cry for 


protection may be even louder than it 
is now from some sections. But why 
should a country or a man object to 
having a debtor pay his debts? He 
must pay, if he pays at all, in goods or 
in money; and of what use is the money 
unless we can purchase goods (imports) 
with it? 

Many former protectionists are see- 
ing too that checking imports checks 
exports. A country town can not sell 
to surrounding farmers unless the 
farmers can sell what they produce. 
If the town puts a tariff upon imports 
from the country, and thereby checks 
farmers’ sales to the townspeople, it at 
the same time checks its merchants’ 
sales to the farmers. Foreigners can 
not afford to buy from us indefinitely 
unless they can sell to us also. 

Retaliation by the foreign tariff 
makers is not to be overlooked either. 
France has recently imposed upon 
automobiles the same import duty as 
does our Underwood tariff law of 1913. 
American automobile manufacturers 
have recently urged lower duties here 
with the hope of having reciprocal 
action taken by European countries. 
Dispatches from Washington state 
also that similar positions will be taken 
by American manufacturers of steel, 
typewriters, cash registers, sewing 
machines, adding machines, boots, 
shoes and other exports. 


Free-trade doctrines by northern inter- 
ests heretofore in the vanguard of high pro- 
tectionists and the South clamoring for cot- 
ton and sugar tariffs are among the least of 
the new situations to confront the Republi- 
can leaders. Powerful commercial groups 
are to urge upon Congress that foreign mar- 
kets and not protection are essential.! 


At the same time large American 
agricultural interests are asking for the 
1 Washington despatch to Minneapolis Tri- 


bune, Dec. 30, 1920, p. 10. This reminds one 
of the British free-trade movement about a cen- 
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Government to arrange to give Europe 
credit and to pass tariffs shutting out 
importation of wheat, wool, sugar and 
other agricultural products into the 
United States. Senators and congress- 


men from eastern states say that their 
manufacturing, labor and other con- 


_ stituents need protection from falling 


prices just as much as do western and 
southern farmers. The above in- 
stances illustrate the fact that most 
legislation, whether for the purpose of 
encouraging or restricting foreign 
trade, or whether for some other pur- 
pose, commonly originates with and 
is put through by interested parties 
and sections, usually producers rather 


than consumers, and that it is opposing 


producing interests that check their 
proposals rather than any great body 
of actually disinterested champions of 
the social welfare. This is not to deny 
that there are such champions, but few 
of them make laws. This does not 
mean, however, that lawmakers are 
especially different from other people 


under similar conditions. 
die 


CONCLUSION 

What, then, is our conclusion as to 
what the United States Government 
should do to encourage foreign trade? 
In general, that it should count the 
costs of any proposed action, consider 
the probable results and decide whether 
the results will probably justify the 
costs. We should not let special 
interests drag the country into doing 


_ something which may be of benefit to 


those particular interests, but injurious 
to the country as a whole. Laissez- 
faire may be just as disastrous as 
regulation; discrimination is neces- 
sary. Effectiveness in production is 
much more important than artificial 
encouragement of continued ineffi- 
ciency. The possibility of war must 
not be overlooked, but doing away 
with activities which provoke war will 
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lessen the costs of preparing for possible 
war, to say nothing of the costs of 
actual war. 

To be somewhat more concrete. 
The organization of our departments 
of state and commerce and other 
governmental establishments having 
to do with foreign trade can be much 
improved. Coérdination, a trained 
service, adequate salaries, consistent 
policies, foresight and ability applied 
to the problems can do wonders. We 
might give a few illustrations relative 
to matters of general policy. In the 
opinion of the present writer, the 
United States might well encourage 
such infant and key industries as the 
new dye and chemical industries, but 
protection to American producers of 
steel, shoes, cotton, wool, wheat and 
many other products is unnecessary 
and unwise. A tariff of thirty cents 
per bushel on Canadian wheat, which 
is advocated by many, seems as ridicu- 
lous as a means to hold up prices of 
United States wheat when both Canada 
and the United States are exporting a 
surplus. How will it affect the world 
or Liverpool price which practically all 
agree determines the price in both the 
United States and Canada?! 

The United States may well go to 
some expense to encourage an Ameri- 
can merchant marine, partly because 
it promises some real commercial 
advantages that may repay part or all 
of the costs of temporary protection or 
subsidy, but chiefly as a means of 
defense, if needed. If it were not for 
the possibility of war the marine might 
be left to stand on its own bottom. 
The fact that we now actually have a 
merchant marine makes the situation 
different from what it would be if the 
question were shall we or shall we not 
build one. If it is to remain an Amer- 


1 The writer does not contend that it will have 
no result, but the effect would be principally 
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ican merchant marine, the great prob- 
lem is how are we to subsidize it and 
get the results we want, for all sub- 
sidies involve great dangers. Limita- 
tion of sale to Americans involves a 
subsidy to the buyers in the selling 
price if that is lower than it would be to 
foreigners. If it is not lower, then the 
limitation is useless. No other sub- 
sidy seems necessary for vessels sold 
by the government to private parties, 
if the government follows a consistent 
policy from the start, because the 
buyer would discount all disadvantages 
in the purchase price. It is both 
claimed and denied that the La Fol- 
lette Seaman’s Act handicaps the 
operation of American ships. There 
are numerous other alleged disadvan- 
tages and advantages of American 
construction and operation. The 
writer can not discuss all of these; 
nevertheless, he believes that it is 
practical and wise to work out a mer- 
chant marine policy in connection with 
our commercial and naval policies. 
The United States is much interested 
also in the peace and prosperity of 
European and all other countries. 
She is especially interested in the set- 
tlement of the reparations question 
and the establishment of better credit 
conditions in Europe, also in what 
foreign and commercial policies the 
various nations are to pursue in the 
future. She is interested in the elim- 
ination of unfair commercial practices 
by the traders of various nations in- 
cluding her own.. The United States 
does not permit every interest in the 
United States to follow its own sweet 
will regardless of the rights of others. 
An Interstate Commerce Commission, 
a Federal Trade Commission, numer- 
ous other federal and state commis- 
sions, courts and officials are engaged 
all the time in preventing unfair prac- 
tices in order to promote the general 
welfare. The anarchy in the inter- 
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national field where every nation is 
sovereign and wants to pursue its 
selfish national interests endangers civi- 
lization. The leading nations of the 
world threaten to wear themselves out 
fighting each other as did the Greek 
city and later nations; in fact, as have 
practically all civilizations before us. 
A proper international organization 
which has its beginnings largely in 
mutual conference and publicity can 
accomplish much and form the basis of 
a more perfect organization later. 

The United States is in a peculiarly 
strategic position to promote wiser 
commercial policies throughout the 
world. But her financial strength, her 
large markets, her great natural re- 
sources, everything she has, should not 
be used as clubs to secure favors but 
rather as means of eliminating dis- 
criminations, unfair practices and sel- 
fish policies. The United States has 
stood for the open door in the Far East. 
Let her stand for this policy consist- 
ently, not only in the Far East, and not 
only when other nations threaten to 
close the door, but also when she her- 
self has control of the door. Privi- 
lege and discrimination are at the root 
of war and war is the greatest foe of 
commerce and of civilization. Civili- 
zation can not exist without commerce 
and can not progress without increas- 
ing commerce. The writer does not 
believe that wars are ended any more 
than he believes that all murders and 
robberies are ended, but he believes 
they can be minimized and in the 
course of time be made as improbable 
as wars between our federal states are 
at present. The United States Gov- 
ernment can do nothing greater to 
promote foreign trade than to promote 
world peace; and if our statesmen rise 
to the occasion, we can do much in this 
direction despite the fact that we have 
been wasting much precious time and 


good will. 
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N examination of any of the cur- 
rent discussions of the economic 
questions facing the United States 
shows an unmistakable tendency to 
fall back upon the terminology, the 
methods of approach and habits of 
thought of the nineteenth century and 
the earlier years of the twentieth. This 
is due in part to the fact that our eco- 
nomic organization is one that was 
adapted to the type of activity which 
was dominant during that period, in 
part to the stimulus given all nation- 
alistic movements during the war and 
in part, probably, to force of habit. 
An analysis of some of the leading 
tendencies of the nineteenth century is 
accordingly necessary to an under- 
standing of the present. 

While admitting the importance of 
other than economic influences in pre- 
cipitating the great war recently ended, 
the strictly economic aspects may 
properly be emphasized. Ignoring, 
then, geographical, racial and political 
influences, what were the strictly 
economic ones? 


Economic ASPECTS OF THE WAR 


The Industrial, or perhaps we should 
say Economic, Revolution brought 
about changes that are well known, but 
whose significance is apt to be over- 
looked, merely because the facts are so 
frequently reiterated. In the middle 
of the eighteenth century England, 
France and Germany were still chiefly 
agricultural countries. In England 
much land was still in the hands of 
small holders. In France, most of the 
peasants were legally free, and a con- 
siderable proportion were land-holders, 
but there were many oppressive re- 
straints on the person of the laborer 
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and on the land. Germany was more 
agricultural than was France, but the 
methods she employed were antiqua- 
ted, and thecountry as a whole poor. Of 
the three countries, England had most 
fully developed manufacturing, but the 
domestic system was still prevalent. 
English commerce, too, was much more 
advanced than that of other countries 
in its volume, its geographical range 
and its variety. It developed five- or 
six-fold in the eighteenth century, and 
was largely in staple goods. French 
trade was small in volume, was largely 
European and was chiefly in fancy 
goods. The trade of Germany was 
limited and sluggish, greatly hampered 
by tariffs and tolls. 

The Economic Revolution, which 
occurred in the latter part of the eight- 
eenth century and continued well into 
the nineteenth century, appeared in 
somewhat different forms and degrees 
and at different times in the various 
countries. Investments in  agricul- 
tural operations became larger, ma- 
chinery and technique were improved, 
enclosures increased, and land was 
concentrated in larger holdings in 
England. In France, serfdom was 
abolished, land laws were relaxed, 
estates broken up, small holdings 
developed, and agricultural machinery 
and scientific methods introduced. In 
Germany, the peasants were released 
from serfdom: the size of land holdings 
decreased in the southwest of the 
country, becoming larger in the north- 
west, and quite large in the northeast. 

Changes in manufacturing were 
much the same in all of the countries 
we are considering. The factory sys- 
tem was introduced, and iron and coal 
became more important. Urban pop- 
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ulation grew more rapidly than that 
of the country. There appeared dif- 
ferences of opinion between employers 
and laborers, while conditions among 
the latter became in many instances 
deplorable. Along with this was a 
great increase in volume of output 
which made its way throughout the 
world over improved transportation 
routes. Local highways and canals 
grew in number and size; large water- 
ways, like the Suez Canal and later 
the Panama Canal, were constructed; 
steam power, the telegraph and the 
telephone came into extensive use. 
With this development of trade, cer- 
tain changes occurred in the tariff 
policies of the leading countries. Dur- 
ing the period from 1846 to 1860, 
England definitely shifted to the free- 
trade basis. For a time the other 
countries of Europe followed in the 
same direction, but soon there came 
a reaction under the leadership of 
_ Germany, and the European continent 
embarked on the development of 
protective tariffs. As markets were 
extended, the desire to control them 
increased, and opportunities for rivalry 
and friction grew. 


: CAUSES OF STRUGGLE 


struggle that resulted was one 
"4h whose intensity may be attributed to 
four leading causes. The first was the 
— closer contact of the rival commercial 
and industrial interests in many parts 
of the world. Instead of exploiting 
_ widely separated countries, the repre- 
sentatives of the rival nations found 
themselves facing each other in many 
different regions. In Persia, in Egypt, 
_ in Manchuria and elsewhere, contacts 


were closer than ever before. 


>A 


A second influence was the large 
- amounts of capital involved in these 
great operations. Sums hitherto un- 
heard of were at stake, and the control 
_ of these vast amounts of wealth was 


209 
concentrated to an important degree in 
the hands of a few groups. Modern 
banking and investment methods re- 
sulted in a somewhat wider distribu- 
tion of ownership, but the actual con- 
trol of the funds rested chiefly with a 
relatively few men in London, New 
York, Paris, Berlin and Vienna. This 
volume of capital, closely concentrated, 
gave an intensity of feeling to the rival 
groups that exceeded anything pre- 
vious. 

A third influence was the size of the 
plants that rapidly developed. Large- 
scale production increased by leaps 
and bounds. The existence of a large 
plant very definitely brings about cer- 
tain results because of the importance 
of uninterrupted operation. Any ir- 
regularities mean periods of unem- 
ployment with frequent labor disturb- 
ances, and executives are usually 
anxious not to have unnecessary diffi- 
culties with their employes. A large 
establishment has many “overhead” 
expenses which must be met even if 
the plant is not in operation, and con- 
sequently the managers of such an 
enterprise are anxious not to operate 
on part time or to shut down entirely. 
The large volume of goods turned out 
can not all be sold to advantage at 
home, and foreign markets are eager- 
ly sought. Preferential treatment in 
these markets is desired and often 
secured and as a result, bad feeling 
between rival groups is frequently 
developed. Large quantities of raw 
materials in regular supply are de- 
manded to keep the factories in opera- 
tion. Coal, iron, cotton, wool, rubber 
and lumber are illustrations. Control 
over these sources of supply becomes 
important. If these commodities are 
located in other countries, an attempt 
to secure this control may lead to 
serious controversies. Along with the 


shift of population from country to 
town and the relative decline of agri- 
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secure concessions for the construction 


culture, foodstuffs are imported for 
home populations in larger and larger 
quantities, and dependence on outside 
sources of supply increases with a con- 
sequent desire to control these sources. 
A fourth reason for the intensity of 
the struggle is to be found in the cor- 
porate form of organization which 
grew so rapidly in the nineteenth cen- 
tury. Its advantages are numerous, 
and need not be listed here. Some of 
its features, however, encourage intense 
rivalry. The real owners of a given 
corporate property are the stock- 
holders and bondholders while the 
management is in the hands of officers 
and directors. The owners are not 
closely informed regarding methods 
and practices followed by the corpora- 
tion, and are frequently indifferent to 
them, provided they secure regularly 
their interest and dividends. This 
very fact places on the officers and 
directors a very heavy pressure. Bond- 
holders and stockholders are very 
critical if their income is cut off, and 
- are quick to blame the officers and 
directors in charge. This pressure is 
at times heavy, and helps to explain 
- many questionable corporate practices 
in international as well as in domestic 
transactions. 


Forms STRUGGLE 


With these influences operating to 
make the international conflict in- 
tense, the struggle took four different 
forms. The first of these was hostile 
tariffs and tariff wars. Illustrations 
are numerous, but outstanding among 
them may be cited the tariff war be- 
tween Austria-Hungary and Roumania 
from 1886 to 1890, and the one be- 
tween France and Italy in 1890. 

Second in the list may be mentioned 
the scramble for concessions. Rival 
groups, usually representing different 
countries, engaged in a struggle to 
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ernment. While the risks in many of 
these enterprises were great, the value 
of the concessions was often enormous. 

Third, closely associated with the 
securing of these concessions came the 
development of spheres of influence, 
and the process known as peaceful 
penetration. By an agreement explicit 
or tacit, the commercial interests of 
any one country are allowed by those 
of other countries a somewhat free 
hand in securing concessions in partic- 
ular areas. These areas are known as 
spheres of influence. They have been 
clearly recognized in China. In 1907, 
England and Russia came to a very 
definite agreement over their respective 
spheres of influence in Persia. In later 
years, Germany considered Turkey as 
peculiarly within her sphere. 

Fourth, may be mentioned methods 
of international financing. Loans 
made by the nationals of any country 
to the government, corporations or 
individuals of another country, are 
often a source of great profit. This 
gain arises in part through the rate of 
interest which is often sufficiently 
high to be of significance, and also 
through the gains to the banking syn- 
dicates who finance the loans through 
their sale of the securities to other 
parties. Because of the great profits 
frequently secured in this manner, 
rivalry between the banking houses of 
various leading countries was keen. 
Loans were often made for industrial 
or other productive purposes, but 
often they were for distinctly military 
uses, and in some cases the funds bor- 
rowed were squandered in royal ex- 
travagances. It has been frequently 
argued that the terms on which the 
loans were made are indicative of the 
risk involved. While this is true, it is 


of railroads, the development of mines, 
the cutting down of forests and the 
building of docks, all to be developed 
under contract with the granting gov- 
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somewhat offset by the fact that the 
whose nationals advanced 


to bear on him and his government by 
the government of the country ‘in 
ini which the creditor resided, a practice 


. Along with this international financ- 
ing, the borrowing country frequently 
contracts to buy supplies and to accept 
expert engineers from the country 
furnishing the funds, and often also 
accepts a financial advisor or advisors 
_ from the same source. This insures 
the purchase of supplies in the lending 
country with consequent gains to the 
manufacturers who furnish them. 
The effects of this intense rivalry 
which appeared in these different 
forms were a scramble for . colonial 
possessions and other difficulties which 
finally reached their climax in 1914. 
Throughout the period much injustice 
was done to the natives of the exploited 
countries, who were compelled to pay 
high taxes and otherwise bear heavy 
burdens; battleships, guns and ammu- 
nition were frequently sold by the 
corporations of a country to potential 
enemies. In general, the effect was to 
develop an ill-feeling that encouraged 
war and finally brought it about. 


Piaces or CONFLICT 


A few words should be said about 
the places of conflict. In the eight- 
eenth century and earlier colonies were 
desired by the countries of Europe on 
the assumption that they made the 
mother country economically inde- 
pendent, and helped to secure a favor- 
able balance of trade. That these 
advantages were actual is not entirely 
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clear, but beginning in the latter part 
of the eighteenth century the situation 
was rapidly changed. The American 
Revolution took from Britain her 
thirteen American colonies; Portugal 
lost Brazil; and Spain gradually lost 
her American territories to Great 
Britain and the United States. Then 
came a reaction against colonization, 
and as late as 1870 the situation may be 
summarized by saying that “the New 
World had been discovered, colonized 
and Europeanized, but most of it lost.” 
Little progress had been made in 
colonizing Asia, except by Great 
Britain in India, Holland in the 
Malay Archipelago, Spain in the Phil- 
ippine Islands and Russia in Siberia. 
Still less progress had occurred in 
Africa. By 1884, England, France, 
Portugal and Spain were in possession 
of certain areas, but most of the conti- 
nent was still under native control. 
Reference should, of course, be made 
to the ownership of Australia by Great 
Britain, and to the ownership by 
various powers of numerous islands 
scattered in all parts of the globe. 

In the latter part of the nineteenth 
century colonial interest revived under 
the stimulus of religious, patriotic and 
economic motives, the economic mo- 
tives being of a sort that have already 
been indicated in the earlier part of 
this article. The desire for markets, 
raw materials and foodstuffs; the fact 
that some colonies tended to discrim- 
inate in commercial policies in favor 
of the mother country (as for example, 
Canada in 1898 and the French col- 
onies in 1892); the opportunities af- 
forded to individuals for economic 
gain through investments in colonial 
areas; and finally, the belief that 
colonies are thought to afford an out- 
let for surplus population, all con- 
tributed. 

The fact that some of these ideas 
were perhaps inaccurate would carry 
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more weight were it not for the further 
fact that they were so thoroughly 
believed. It may be that people emi- 
grate to better themselves, and do not 
necessarily go to the colonies of their 
own home country. It is true that 
France had a declining birth-rate, and 
that emigration from Germany in 
later years was relatively slow. Never- 
theless, these ideas regarding the 
advantages of colonial expansion were 
prevalent. 

The fields of expansion were chiefly 
in Asia and Africa, and only a few need 
be referred to. Great Britain’s inter- 
ests in South Africa resulted in the 
Boer War; the conflicting interests of 
the French and the British in Egypt 
almost precipitated a conflict between 
their respective countries at the time 
of the Fashoda incident. England, 
France, Germany and Spain almost 
came to a clash over Morocco. In 
Asia, Japan dominated over China in 
war during the nineties, and fought 
against Russia successfully ten years 
later. England and Russia barely 
avoided a conflict by their agreement 
over Persia in 1907, war being averted 
only because of their mutual distrust 
of Germany. The Near East, which 
was the center of so much rivalry, was 
the spot where the conflict of interests 
finally precipitated the Great War. 


CHANGES SINCE THE WAR 


What change has come during and 
since the war? Are there grounds for 
feeling that the difficulties now are 
largely eliminated, or is the conflict 
apparently continuing? The recital 
of a few facts may help to answer the 
question. 

That the countries of the world are 
ready to handle their tariff problems in 
a more conciliatory manner does not 
seem clear. In the earlier years of the 
war there occurred a number of inci- 


dents of significance. Pan-German 
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writers, under the leadership of such 
men as Rohrbach and Naumann, 
presented to their countrymen daring 
schemes of organization designed to 
make of Germany, Austria, Turkey 
and the Balkan States a powerful 
union. This union was to be bound 
together by a system of preferential 
tariffs in opposition to the rest of the 
world. On the Allied side came the 
Paris Economic Conference of June, 
1916, at which were passed resolutions 
never formally approved by the coun- 
tries represented, but which reflected 
the ideas of powerful groups within 
each of them. These resolutions 
brought a quick reaction in Germany, 
the leaders of that country declaring 
that the Paris Economic Conference 
confirmed all that they had been saying 
about the hostile intent of the Allies 
toward German economic life. 

Among the committees appointed 
by the British Government to analyze 
and report on British policy following 
the war was the Committee on Indus- 
trial and Commercial Policy After the 
War, under the chairmanship of Lord 
Balfour of Burleigh. While the report 
of this committee was by no means 
clear-cut in favor of either free trade 
or protection, it emphasizes the latter 
view sufficiently to mark it as a change 
from the British outlook of the later 
nineteenth century. Paralleling these 
activities came the attempts of the 
British through Orders in Council to 
place restraints on the importation of 
goods into that country. 

A few words of explanation may 
make clear the underlying reasons for 
the change in the British attitude. 
When England accepted free trade as 
her guiding principle in the middle of 
the nineteenth century, she was dom- 
inant in the industrial world. She 
had passed through the Industrial 
Revolution earlier than had the other 
European countries, and had quickly 
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gained a position of undoubted leader- 
ship. It was not until the latter part 
of the nineteenth century that this 
was seriously challenged. By that 
time the rapid growth of Germany and 
the United States had weakened her 
position in many directions. She be- 
gan to feel the effects of their competi- 
tion, not only in her foreign markets, 

but also at home, where American and 
German goods began to be sold. Asa 

reaction from this, there came a re- 
vival of protectionist ideas about 1900, 
the movement being led by Joseph 
Chamberlain. Partly because the Eng- 
lish people did not approve the aban- 
donment of free trade, and partly 
because Mr. Chamberlain was asso- 
ciated in the minds of many with the 


conflict in South Africa, he lost, and 
resigned from office in 1903. The 


growth of a strong national feeling 
during the war and the present prospect 
of the dumping of German goods on 
British markets has given another 
stimulus to the “tariff reform” move- 
ment. It is not possible at this time 
to predict in any way the outcome. 
» In France patriotic feeling has run 
high, and along with it has been the 
conviction that the industrial interests 
of northern France prostrated by the 
war must be given an opportunity to 
recover. Attempts at restricting im- 
ports have, however, been accompanied 
by a great increase in the cost of living, 
which has jeopardized the position of 
the French Government. Whenever 
imports have been allowed to enter 
freely, French exchange has fallen so 
abruptly in the world’s markets as to 
create problems of a still different 
character. In the United States there 
have, for somewhat similar reasons, 
_ appeared revivals of tariff discussions. 
_ The return of the Republicans to 
power under the leadership of men who 
te avowed believers in a high tariff, 
and the introduction of legislation 
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designed to furnish protection to the 
farmers and other interests who are 
suffering from falling prices, illustrate 
the tendency referred to. at 


Turning from the revival of tariff 
agitation to the struggle for conces- 
sions, we find a renewal of the old 
methods. Rival groups seek the favor 
of successive governments in Mexico; 
the British are declared to be seeking 
the privilege of building railroads in 
Persia; a world-wide scramble for oil 
is under way and an American finan- 
cier returns from Russia with the 
story of enormous concessions from 
the government of that country. Con- 
cession-seeking seems not to have sub- 
sided, but to be as vigorous as ever. 
Perhaps it is no longer so dangerous, 
but already reports are numerous 
regarding differences of opinion among 
rival groups. 

But how about peaceful penetration 
and spheres of influence? If we turn 
to the old places of controversy where 
adjustments have not clearly been 
made, what do we discover? Fifteen 
years ago Russia and Japan were at 
war because of their differences in 
eastern Siberia. Today, Japan is re- 
taining control over a large section of 
former Russian territory in this very 
region, and only a confirmed optimist 
would take the view that another 
clash will not result. 

In 1907, war between Great Britain 
and Russia was narrowly averted 
because of their differences in Persia, 
an adjustment finally being reached by 
the establishment of a sphere of in- 
fluence in Persia for each of the two 
countries, these spheres including the 
larger and richer parts of that unhappy 
land. What is the situation there 
today? The war was hardly over and 
the Peace Treaty not yet completed 
before England negotiated a new 
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‘a treaty with 


Persia. Like all such 
treaties there is nothing sinister in its 
terms, but it closely resembles previous 
agreements that were but preludes to 
complete economic and political con- 
trol. At present writing the Persian 
parliament has not ratified this treaty, 
although it was signed nearly two years 
ago. In the meantime, the historic 
conflict in this region between the 
Russians and the British is continuing. 

In the Near East Great Britain has 
assumed rights in Mesopotamia in a 
manner that has brought vigorous 
protests from the United States. 
France, Italy and Great Britain have 
signed an agreement clearly marking 
out spheres of influence for the first 
two in Asiatic Turkey. Great Brit- 
ain’s sphere is not defined in this treaty, 
but many have inferred that it includes 
all of Turkey not specifically assigned 
to France and Italy. Old rivalries 
and jealousies are in evidence, the 
chief change seeming to be the disap- 
pearance of Germany and the appear- 
ance of the United States. 


ATTITUDE OF THE UNITED STATES 


But what of the attitude of the 
United States toward other questions 
than that of oil in Mesopotamia? By 
the passage of the Webb-Pomerene 
Act we declared our intention to par- 
ticipate vigorously in a struggle for 
world trade, and then endeavored to 
carry the idea more fully into effect 
with the Edge Act. Having built a 


great fleet of merchant vessels to meet 
- a world need, we now propose to use 


that fleet to further our own interests. 
Agitation for more restricted immigra- 
tion, insistence upon higher tariffs and 
even the suggestion that American 
vessels be exempted from. paying tolls 
when going through the Panama Canal, 
are among the measures being urged. 

To recite these movements and to 


indicate their nationalistic tone is not 
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sweepingly to condemn them. Never- 
theless as urged they are contradictory 
and dangerous, and are being pressed 
with a vigor that indicates we have 
now joined the other leading powers 
of the world in a struggle that may 
well be more intense and more destruc- 
tive than the one culminating in 1914. 

Reasons for the renewal of these 
struggles are not hard to find. For the 
most part they are the same as in the 
past, differing chiefly in their greater 
intensity. Raw materials are more 
needed than ever before, the necessity 
for markets is imperative, and food- 
stuffs must be secured. 

New Forces 

Two influences are somewhat new. 
Prices fell abruptly in 1920 and are 
still on their way down. With depres- 
sion upon us, with unemployment 
acute, the struggle will probably be- 
come more bitter than ever. Falling 
prices accentuate the difficulty. 

The second new influence is the 
greater importance of the governmental 
role. In the past the contest was 
largely between individuals, corpora- 
tions and groups of one country and 
those of another. As time passed 
governments interested themselves 
more and more, giving aid to their 
nationals directly and indirectly. Yet 
it was only in Germany that the part 
of the government was highly devel- 
oped. In that country economic life 
was closely unified. Combinations 
were encouraged, manufacturers united 
their efforts to develop export trade, 
the banks coéperated in every possible 
way, and above all the government 
approved and actively assisted. Un- 
der its leadership and control the 
entire economic life of the country was 
organized and directed to the advance- 
ment of Germany in world affairs. 
Today the other countries of the world 
are organizing in a similar manner. 
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The contest is on a larger scale and 
whole countries are organized. The 
struggle is less between individuals and 
groups of different countries, but 
between nations. 

Such an analysis is a discouraging 
one, but fortunately there are grounds 
for a more optimistic view. Inter- 
national movements are growing in 
importance. The League of Nations 
comes first to mind, but it is only one 
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of many. There are numerous organ- _ 
izations and movements of interna- 
tional scope and influence. Consort- _ 
iums of capitalists, international labor | 
organizations, shipping conferencesand _ 
agreements are illustrations that can _ 
not be multiplied nor analyzed within © 
the limits of this article. Fortunately, — 

they are operating to offset the dangers ; 
that have been treated more fully. It 
is a race against time. 
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Fospick, Raymonp B. American Police 
Systems. Pp. x, 408. Price, $2.00. New 
. 3 York: The Century Company, 1920. 


This book contrasts American and Euro- 
pean police and the problems of American 
and European police. The author finds 
that the problem in America is more diffi- 
cult than that in European countries 
because of the heterogeneity of our popula- 
tion. The history and development of 
America’s police force are discussed. One 
chapter is devoted to the present form of 
police control, another to the special prob- 
lems of police control such as responsible 
leadership, etc., and others, to removal of 
police heads, effect of commission govern- 
ment on the police force and the result of 
the city manager plan. The author quar- 
rels with the commission plan of govern- 
ment and states that the city manager plan 
has not been in effect long enough to ap- 
praise its results. 

The major portion of the book is taken 
up with discussion of the organization of 
the police department and problems as to 
the Commissioner or Director of Police, the 
duties of the Chief of Police, the problems 
of the rank and file, organization of the de- 
tective force and a chapter on crime pre- 
vention as part of the functions of the 
Police Department. 

The author's conclusion is that our 
achievement in the field of police systems is 
sordid and unworthy. Many of his conclu- 
sions are too general to flow from his facts. 
Witness the following: 


Nowhere in the world is there so great an 
anxiety to place the moral regulation of social 
affairs in the hands of the police, and nowhere 
are the police so incapable of carrying out such 
regulation. Our concern, moreover, is for ex- 
ternals, for results that are formal and apparent 
rather than essential. We are less anxious about 
preventing a man from doing wrong to others 
than in preventing him from doing what we con- 


sider harm to himself. 


L. Kine. 
University of Pennsylvania. 
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Woorrter, Tuomas Jackson. Negro Migra- 
tion. Pp.195. Price, $1.50 (paper) ; $2.25 
(cloth). New York: W. D. Gray, 1920. 


I am permitted only a few lines in which 
to call attention to one of the best studies of 
Negro life in the rural districts of the South 
that I have seen. The author, a southern 
man, now field agent of the Phelps-Stokes 
Fund, is well-equipped. While he has 
followed statistical methods, he has given 
descriptive interpretations, and his work is 
easy to read. After describing the break- 
down of the agricultural régime of slavery 
and the immediate readjustments made 
necessary by freedom, he considers the 
present agricultural opportunity. Here one 
finds an excellent account of the tenant 
system, its advantages and dangers. He 
then takes up the movements of population 
and, finds that “‘on the whole, there is no 
cause for pessimism.”” Prior to 1910, the 
movement was largely from one rural dis- 
trict to another; lately, industrial centers 
have been the magnet. Sanitation, schools, 
protection from violence and injustice in 
the courts he considers the chief problems 
to be handled by the state governments. 
He sees certain evils in present practices, 
i.e., in the fee system to local officials: he 
recognizes the results of neglected child- 
hood; he deplores the exclusion by the press 
of most topics relating to the Negro and 
the presentation of crime or humorous inci- 
dents as characteristic of the race, for he 
feels that democracy is being tested in the 
“task of working out a program under 
which two races may live side by side with- 
out conflict.”.. A good bibliography is 
appended. 

Kesey. 

University of Pennsylvania. 


NOTES 
Kewior, Frances. Immigration and the 


Future. Pp. xv, 276. Price, $2.50. New 
York: George H. Doran Co., 1920. 


So much has been published on the ques- 
tion of immigration that it is not easy to 
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~ find a new approach. This, Miss Kellor has 
done in an unusual way. In calm, dispas- 
fashion she surveys the changed 
- attitude of America towards world problems 
~and shows how a new spirit has developed. 
The older immigration is sketched and the 
= administration of the older laws reviewed. 
Then she outlines the racial opinion of the 
- country as shown by the foreign press. 
Part II discusses the varied relations of 
_ American business to immigration, foreign 
- markets, savings and investments of immi- 
- grants, etc. In Part III, economic assim- 
ilation is considered and its difficulties 
indicated. 
Miss Kellor has given us a book which 
_ should be read by all who are interested in 
the questions involved. 


Know.es, Morris. Industrial Housing. 
Pp. x, 393. Price, $5.00. New York: 
McGraw-Hill Book Company, 1920. 
The author of this book brings to his task 
the technical knowledge of the successful 
engineer and the concrete results of his 
experience as Supervising Engineer in the 
cantonment construction at Camps Meade 
and M’Clellan and as Chief Engineer of the 
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Division of Housing of the Emergency 
Fleet Corporation. In his discussion of the 
scientific principles underlying successful 
housing projects he omits no important de- 
tail. In fact, nine of the th'rteen chapters 
are given over to a consideration of such 
topics as streets and pavements, water 
supply, sewerage and drainage, waste dis- 
posal and gas and electric supplies. The 
book, however, is more than a discussion of 
those phases of the housing problem of par- 
ticular interest to the expert. Throughout 
Mr. Knowles has evidenced his ability to 
envisage his problem as one concerned with 
factors other than steel, lumber and con- 
crete. Cost factors and their relation to 
wages, the preservation of esthetic values, 
the relation between correct housing and 
labor stability, and the interrelation of 
housing and town planning have all been 
emphasized, although on these points the 
author might have laid more weight in his 
initial statement of his problem. Not a 
little of the book’s value is derived from the 
interesting array of facts and figures deal- 
ing with such recent war-time projects as 
Yorkship, Sun Village, Dundalk and Buck- 
man Village. 
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Report of the Board of Directors of the American Acade my of Po- 
litical and Social Science for the Year Ending December 31, 1920 


The Board of Directors reported to the 
Annual Meeting of the American Academy 
of Political and Social Science held Jan- 
uary 24, 1921, that the past year had been 
the most successful in the history of the 
Academy from the point of view of growth. 

During the year 1920 the Academy 
received 1,361 new members and 188 new 
subscriptions. The Academy lost 85 mem- 
bers by death; and 418 by resignation. 

The receipts and expenditures of the 
Academy for the fiscal year just ended are 
clearly set forth in the treasurer’s report. 
The accounts were submitted to Messrs. 
E. P. Moxey and Company for audit, and 
copy of their statement is appended here- 


ed AMERICAN ACADEMY OF POLITICAL 


with. In order to lighten the burden of 
expenses incident to the Annual Meeting 
a fund of $990 was raised. The Board 
expressed its gratitude to the contributors 
to this fund. 

The Board assures each and every mem- 
ber of the Academy that during the coming 
year no effort will be spared in broadening 
the activities and influence of the organ- 
ization. In order to accomplish this 
purpose, the Board should have the benefit 
of such suggestions as may occur to the 
members, and it is particularly desirable 
that definite constructive suggestions to 
this end be submitted to the President of 
the Academy. 


AND SOCIAL SCIENCE 


STaTEMENT OF REcErpTs AND DISBURSEMENTS FOR Fiscat YEAR 


Enpep Decemser 31, 1920 
Balance Cash on Hand January 1, 1920... .. $7,793.20 
Receipts 
Interest on Investments and Bank Balance............... 5,673.64 
whl 6,056 . 34 
55,704 .06 
$63,497.26 
Disbursements 
Publication of THe ANNALS... $1,571.68 
$63,497 . 26 


1An Investment was made totaling $7,694.81. 
The Investments held by the American Academy of 


deficit of $431.54 as of January 1, 1921. 


Political and Social Science, December $1, 1920, totaled $117,876.27. 
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The making of this purchase created a cash 


a- 


| 
| 
| 
‘ 


January 15, 1921. 


Cuar_es J. Ruoaps, Esq., Treas., 
American Academy of Political and 
Social Science, Philadelphia, Pa. 


? 
Dear Sir:— —" 


We herewith report that we have audited 
the books and accounts of the American 
Academy of Political and Social Science 
for its fiscal year ended December 31, 
1920. 

We have prepared and submit herewith 
statement of receipts and disbursements 
during the above indicated period, together 
with statement of assets as at December 
$1, 1920. 

The receipts from all sources were verified 
by a comparison of the entries for same 
appearing in the Treasurer's cash book with 
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the record of bank deposits and were found 
to be in accord therewith. 

The disbursements, as shown by the 
cash book, were supported by proper 
vouchers. These vouchers were in the 
form of cancelled paid checks or receipts 
for moneys expended. These were exam- 
ined by us and verified the correctness of 
the payments made. 

The investment securities listed in the 
statement of assets were examined by us 
and were found to be correct and in accord 
with the books. 

As the result of our audit and examina- 
tion we certify that the statements sub- 
mitted herewith are true and correct. 

Yours respectfully, 
Epwarp P. Moxey & Co., 


= Certified Public Accountants, 
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Acceptances: debentures and, 135; Edge Law 
and, 139. 

Advertising, National Chamber of Commerce 
and, 117. 

Africa, trade with United States, 5. 

Agriculture: in China, 90; meeting of leaders in, 
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Allies, government credit to, 5 
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- China: American opportunities in, 90; Japanese 
trade and, 34; United States commerce and, 
198; exports to, 146. 

China: tariff in, 175; tea exports, 187; trade 
with, 17, 87. 

ConsorTIUM AND AMERICAN TRADE 
RELATIONS WITH CHINA AND THE Far East, 
Ture. Thomas W. Lamont, 87. 

Clocks, duty on United Kingdom, 179. 

Coal: in eighteenth century, 208; financing of, 
136; in Germany, 83; imports in Belgium, 22; 
increased cost of, 193; in Japan, 92; in Mexico, 
78; nationalization of, 184; syndicates in Ger- 
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Coats, R. H. Improvements in British Empire 
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Coffee, revenue rates in United Kingdom, 179. 

Couuincs, Harry T. The Revival of Belgian 
International Trade, 20-4. 

Combinations: foreign trade, 131; in Germany, 
82; industrial, 104; trade and, 100. 
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Dollar credits, 152. 

exchange, 119. 
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Drafts: discount of, 150; in Mexico, 79. 

Drugs tariff in Japan, 176. 
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